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PREFACE 


This book deals with principles and technic|ues of administration. 

It is written in terms of practical operating problems and seeks to 

give the executive a better perspective and understanding of his task 
of administering. 

Most readers, then, will regard the book as a means of improving 
their efficiency as executives. Nevertheless, the subject being dis¬ 
cussed also has broad social significance. 

We are committed to an economic system in which the vast 
majority of operating decisions are made by independent business 
hrms. We believe that the freedom of action thus accorded to the 
numerous operating unhs will, when working within the proper 
^la ramework, result in the greatest good for the greatest number. 

esern civi ization has flourished under this concept of individual 
freedom and most of us believe it holds the best promise for the 

ever “ "> preserved, how- 

; ny enterprises it nourishes must continue to be more 

e. xient, over-all than socialistic and communistic organizations The 

enterprises must be able to adapt to technological anf socLTcTanI« 

« tlfe "c^nT'd' Tb 'he use of the resources 

.ame time, urntin slfisf^Lr^rat"^^ 

stockholder, and other iuter^gri 
The type enterprise just described calls for executives of h,Vh 

competence. The development of such executivesTof ^ ^ ® 

porance to the long-run success of our demoerTt” society' 

exeTlrrn”rie™ 'hTecTiveness of 

niquerfM ttainisrerhig an entemrfsf Th*'\-‘''’°T 'ech- 

^onnulation. Moreo te"}r“' 
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PREFACE 


quently so encumbered with a specific application that their key 
features are not apparent. 

This book seeks to (1) bring together existing knowledge regard¬ 
ing the basic processes of administration, (2) state these ideas in a 
practical and useful form, and (3) add new ideas and interpretations 
that will assist executives in administering dynamic enterprises. 

The ideas in this book come from many people, as well as from per¬ 
sonal experience in varied activities. My greatest debt is to those able 
executives I have worked with in an operating or consulting capacity. 
Among these, James O. A4cKinsey, formerly chairman of Marshall 
Field & Company and an outstanding management consultant; L. S. 
Fish, organization counsel for Standard Oil Company of California; 
and Luther Gulick, president of the Institute of Public Administration, 
have been especially inspiring bosses. A number of men have made 
very constructive suggestions on this manuscript, particularly Profes¬ 
sor Billy E. Goetz of Antioch College and Professor Leon A. Bosch 
of Northwestern University. Helpful comments were also received 
from Marvin Bower of McKinsey & Company, Robert J. Riddle of 
the Wharton School of Finance and Commerce, Commander L. AV. 
Nuesse, U.S.N., now at University of Tennessee, and Professor W. S. 
Sayre of City College of New York. 

In acknowledging this debt I do not wish to imply that any one 
of these men agrees with all that is said in this book. They all do 
share with me the conviction that a grasp of the principles and 
techniques of administration is vital to every executive who is to 
perform well his role in our increasingly complex society. 


W.H.N. 
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Chapter 1 


ADMINISTRATION-A BASIC SOCIAL TECHNIQUE 


Skillful administrators are vital to every dynamic, successful enter¬ 
prise. Other things such as capital and technical knowledge are also 
needed, but without competent executives no company can long hold 

a place of leadership. These men must plan, direct, and control the 
operations of the business. 

The task of directing the cooperative efforts of individuals toward 
some common objective is as old as civilization. The Bible comments 
bnefly upon the administrative problems of Moses as the leader of the 
children of Israel. The pyramids have borne witness through the cen¬ 
turies of the admmistrative, as well as the engineering, skills of the 
ancient ^ gyptians. In the church, in the government, in the army, as 
well as in business enterprises, administration plays a dominant role. 

1 o be sure, the specific activities of these various enterprises differ 
greatly. Yet in each there are problems of organizing, of selecting 
executives, of establishing plans, of measuring results, and of coordi- 
na^g and controlling the activities to accomplish agreed-upon ends 

of the efforts 

administrator is one who enables the group to achieve its objecL^ 

wi* a mimmum expenditure of resources and effort and the le Jt inter- 
fercnce with other worth-while activities. 

Administration—a distinct skill 


Adnunistrators are often men who possess outstandin? ahilirv In . 1 . 
pamcular activity that they ate directing. For the 

''"d ^ thTjruc Jn 

L rhi. ^ company may be an expert electronics engineer 

boye^omen’s gloves. Distinguished performanceTsuch spti"j: 
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ized jobs probably leads to promotion to broader responsibilities. Such 
intimate know ledge and first-hand experience with specific operations 
is of great value to an executive. 

\ et, unusual operating skill alone is not enough. There is ample 
evidence that a star performer on the sales force or at the drafting 
board does not necessarily make a good executive. On the other hand, 
a man with only average operating skill may prove to be a very capable 
manager. This suggests that administrative skill is something different 
from technical proficiency in the operations being managed. 

In fact, this administrative skill is so important that capable execu¬ 
tives can move from one post to another and do an outstanding job in 
each spot. One man, for example, has successfully held positions as 
sales manager of a cracker company, general manager of a hosiery 
mill, and president of a chemical concern; and this is no isolated case. 
Perhaps even clearer evidence that administrative ability is a distinct 
skill is found in the use of army and navy officers as executives in 
business firms. These ex-officers usually have no background in their 
new company or industry, but they do have a basic grasp of the proc¬ 
esses of management. 

AVhenever an administrator is given responsibility for an operation 
that is new’ to him, of course he must learn as much as he can about that 
operation and secure the counsel of men wffio know'^ it intimately. The 
man who has both personal e.xperience wfith the operations and ad¬ 
ministrative skill undoubtedly has a considerable advantage. The point 
being made here is that management talent and technique are some¬ 
thing in addition to, and distinct from, the “substantive” aspects of the 
wmrk. 

One of the striking examples of the possession of administrative 
ability per se occurred during World War II w’hen many top-flight 
business executives w’ere drawn into government service. The War 
Production Board, Office of Defense Transportation, Petroleum Ad¬ 
ministration for War, and many other temporary agencies were staffed 
primarily by men wffio had held key posts in private industry. Some 
of the executives drafted for such w'ork w^ere clearly misfits; they 
couldn’t get things done and they usually left Washington in a state 
of frustration and disgust. 

Many of the other businessmen w’ere highly successful in govern¬ 
ment work despite the fact that they w’ere operating in an entirely new 
situation. They were able to size up the total problem, divide it into 
its parts, assign responsibility’ to various individuals, establish some 
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s\ stem and rules of operation, and within a relatively short time have 
their division or branch functioning with a reasonable degree of effi¬ 
ciency. Some of these men were transferred once or twice to entirely 
^parate activities and demonstrated the same ability in each instance. 
Ihe first group of men were undoubtedly valuable "to their respective 
companies because of technical knowledge or acquaintance with cus¬ 
tomers, or some other skill related to that particular enterprise. The 
second group however, had a knack, a “know-how,” or a conscious 

knowledge of the processes of administration which they were able to 
transfer from one managerial situation to another. ^ 

In the present study we are interested in those skills that this second 
^roup o e.xecutives were able to focus on entirely new and divergent 
administrative problems. If we can identify and understand the tfch- 

"vlllTe hTj I M “Ok that 

ill be higlily valuable to the administrators of the future. 

Objectives of this book 

Ptooosses of administra- 

tion. Its three primarjt purposes are to: 

together existing knowledge regarding the basic processes 

"" f"" -e'n,an;sou„d id JalteX 

tratifn hi '^1 lousiness, government, and military adminis^ 

S> stcn.a,ically as pa;ts of an intend wh^e 

2. State these ideas in a practical and usable form Rather rh<,n r 

^vlth descriptions and observations regardina administrarJ ^ 
effort is made to express the concenn:1n ri f ‘^'^‘"tstrative processes, 

‘•principles," for evecurive acln or 

(and the co.ple.iry of ad^rJ^Twiirn™"™ ""I 

far w ith specific recommendations but such c„ ^ 

will be stated in a wav that relates them directiv r 

ment problems. ' directly to concrete manage- 

down of admTn’ilrrtit"'*crncerts'and t^^ summarizing and writing 

behind this book namX reruh ttr"'" “P™ 

insights. ' interpretations and 

Implied in these three points is a fnnrrh est ■ 

bidanced and integrated view of administtari™' b" ^ 

difficult task of all. It calk fnr r«..e,u fhe most 


difficult 
portance 
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pany to company, the view presented will be at best an approximation. 

Moreover, knowledge is more fully developed in some phases of 

management than in others. Under the circumstances, the most we can 

do is emphasize time and again the interdependence of administrative 

processes, and seek a balanced view of existing knowledge of adminis¬ 
tration. 

Basic processes of administration 

Administration has been defined as the guidance, leadership and 
control of the efforts of a group of individuals toward some common 
goal. This indicates the purpose or function of administration but tells 
us little about the nature of administrative processes, that is, how the 
administrator achieves these results. And, unless we can dig into the 
what and how of administration, it will remain an elusive ability ac¬ 
quired by the fortunate few through inheritance, intuition, or cir¬ 
cumstance. 

One way to analyze administration is to think in terms of what an 
administrator does. Using this approach, the work of any adminis¬ 
trator can be divided into the following basic processes: 

1. Plminhig —that is, determining what shall be done. As used here, 
planning covers a wide range of decisions, including the clarification 
of objectives, establishment of policies, mapping of programs and cam¬ 
paigns, determining specific methods and procedures, and fixing day- 
to-day schedules. 

2. Organizing —that is, grouping the activities necessary to carry 
out the plans into administrative units, and defining the relationships 
among the e.xecutives and workers in such units. 

3. Assembling resources —that is, obtaining for the use of the enter¬ 
prise the executive personnel, capital, facilities and other things needed 
to execute the plans. 

4. Directing—ihzt is, issuing instructions. This includes the vital 
matter of indicating plans to those who are responsible for carrying 
them out, and also the day-to-day personal relationship between the 
“boss” and his subordinates. 

5. Controlling— xhQ.t is, seeing that operating results conform as 
nearly as possible to the plans. This involves the establishment of 
standards, motivation of people to achieve these standards, comparison 
of actual results against the standard, and necessary corrective action 
when performance deviates from the plan. 
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There is a sixth group of activities which takes more or less of the 
time of c\er\ administrator, namely, performing nondelegated activ¬ 
ities^ For instance, the sales manager may call on custonfers, or the 
production manager may spend some time in the designing of a new 
product. Even the administrators of very large enterprises are not able 
to delegate all actual performance to subordinates. 

mportant among nondelegated duties are the e.vternal contacts that 
t e c le e.xecutive of a large enterprise must make personally; it is 
iiKum ent upon him to meet important customers, deal with union 
officials, appear before Congressional commirtees, or take part in cer¬ 
tain CIVIC activities. In fact, a detailed analysis of how rtvo top-flight 

« orking hours on such outside contacts, while the other spent 
appro.vimately 20 per cent of his time in this manner. 

nart'ofV'innondelegated duties is not 
i^arietv den'enT''"”" activities involved are of almost infinite 

the particular interest 

we win d ; Consequently, in this study 

liniit the time anTy' ' nondelegated activities do 

\V hil! TV to spend on administrative duties 

it Ifll ^ de,r"thaTffi'°'' *" «sted. 

vary IttTe to Vne' a^XoT 

• J time and from one e.xecutive to another For ev 

levels,'organ^ilg and Turi'T’ administrative 

tention arid the executive wi I ® resources may receive very little at- 

certainVx^utC wZifave other hand, 

they delegate most of rh^ principal assistants to whom 

Jl .to dn, I. pl™»rN™ to'K'.ttoTS.'' * ""f 

trarion ^ framework for our analysis of adminis- 


processes 


--\ammistranon cannot possibly take olace all K • ir • 
extricably tied to actual operations. ^ “ ”• 

R^hltlOTl to buSWeSS ^^funrtinrjc ’’ TU 1 ^ 

ifivided into subject fields, such as sales production “T"''" 

also be divided into administrative nrV ““‘^“o". or finance. It may 

tratit e processes; for example, planning. 
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directing, and controlling. These are simply two different approaches 
to the same body of activities, as is shown in Figure 1. The sales man¬ 
ager must plan, organize, assemble resources, direct, and control, just 
as any other executive. Administration, then, is not another of the so- 
called functions” of business. It is a necessary part of the work found 
in any and all of the subject groups. 



Figure 1. Two Different Ways of Analyzing the Work of a Business 

Administrator. 

Alost of the discussion of administration in the past has concentrated 
on some one subject-field. Emphasis has been on current issues in the 
particular field (union recognition, resale price maintenance, deprecia¬ 
tion rates, and the like), with only secondary consideration of ad¬ 
ministrative processes. In this book, the emphasis is reversed. Alajor 
attention will be on the underlying problems faced by executives in 
any field, and the more specific issues will be of interest only as illus¬ 
trations of the basic processes. 

There is, of course, a top-management level in every enterprise that 
is concerned with over-all administration rather than with a single 
field. Some of the problems at this level are distinctive, as will be noted 
especially in Chapter 14. Generally, however, the nature of adminis¬ 
tration is similar at all executive levels, and in this study no sharp line 
will be attempted between top, near top, and not so near top manage¬ 
ment. The words administrator, manager, and executive will be used 
interchangeably, and, except when narrowed by context, will apply 
to any executive from a first-line supervisor to the chief operating 
official.^ Here, again, we are primarily interested in the basic manage¬ 
ment skills that every executive should possess. 


1 Some viriters separate the work of top administration from that of subordinates. 
Unfortunately, there is no agreement on whether the top level should be called 
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‘‘Htmrm relations" Throughout this book the theme of human 
reatjons "'ll! recur. Plans are made to guide human activity, and 
y should be formulated in light of their effects on many people. 

shifshef'”" established relatL- 

renr I iclrs. Assembling executive personnel is 100 per 

cent human relations. Direction is concerned with the way one person 

c^ JorrrT “"'y if behavior 

Z an a separate 

issue, out an ever-present one. “ 

tasksZT^rrhe*'"' 'Z ^ ^“”“ger; we are concerned with his 
useful to tie humaZ f^°"®equently, it wUl be most 

ra*er tL di cZ t" —Iv Th” 

writing; it is what the t ^ThT“ ” 

InsZtit ret™" tS 'Z’ ” ^ “ “P~ 

integral’ part ofZh ad:::;Sve”p“ “ 

The development of principles of administration 

Although administration has been • u!• 

eleemosynary enterprises for centuries, wriJnZction ofZh“‘‘ 
techniques used prior to 1900 are very few and L b^Zen 
Before the twentieth century trainino- nf a 

consisted of informal apprenticeship in f single enmmrZTh*^'’’"""^ 

thought of training beyoL instruction in h' ' without much 

attitude of secrecy and high regard for . A general 

cussion of one’s own problems with ■ ^ prevailed. Any dis- 

similar difficulties was usually looked ™ ““Panics who faced 

If-ful innovations 

sh&ttiZrZcfc^^ has her reSle 

by associations of & LTTSTL": f 

volume of written material, usually descriptfve iZa^n ^ schools. The 

ilH^fJ^cvelopment there hZe hersZerTsZSS 
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pendent, currents of thought that have strongly influenced our present 
ideas about administration. 

Scientific management, personnel administration, accounting and 
budgeting, and military administration have all made major contribu¬ 
tions. In addition, many other groups or schools of thought are 
concerned with administration. The public administrators, office 
managers, social anthropologists, purchasing agents—these and literally 
thousands of other organizations all deal to some extent with adminis¬ 
trative problems. 

Although there is now much talk about administration, two observa¬ 
tions are pertinent here. First, most of these groups are interested in 
only some limited area of activity and quite naturally they confine 
their attention to related subjects. Even those groups that broaden 
their scope to embrace administration generally are inclined to empha¬ 
size some one aspect, such as the budgeting process, a technique for 
analyzing managerial situations, or the treatment of people as indi¬ 
vidual personalities. There is a tendency for each group to think it has 
the best—perhaps the only—road to salv^ation. For purposes of this 
study of the basic processes of administration, we shall have to draw 
ideas from many sources. 

Second, many of the ideas with which we shall deal are new, or not 
more than a generation old. Here, as in other fields, our knowledge of 
social relations lags far behind our understanding of the physical 
environment. It is not surprising, then, that there are gaps in the 
information we possess, inconsistencies in other places, and frequently 
hypotheses not substantiated by demonstrated facts. Nevertheless, 
the body of knowledge we do have is large enough so that the execu¬ 
tive who has it at his command will be much more effective in his 

work. 

Sum MARY 

Administration is the guidance, leadership and control of the 
efforts of a group of individuals toward some common goal. It is a 
very important and widespread activity, being essential to united 
human effort—in government, military, charitable, and business enter¬ 
prises. 

Skill as an administrator is quite different from ability to perform 
the work being directed. For this reason, successful executives are 
able to move from one job to another even though they have had no 
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personal experience in the detailed operations involved. It is this dis¬ 
tinct administrative skill that is discussed in this book. 

Administrative skill involves mastery of five basic processes: (1) 
planning, (2) organizing, (3) assembling resources, (4) directing, and 
(5) controlling. These processes are present to a greater or lesser 
extent in all executive jobs, that is, in jobs at different levels and in 
various fields. The subject matter will vary, but the underlying proc¬ 
esses vail be similar. Because of their fundamental character, a part 
of this book will be devoted to each of the five processes. 

Information and ideas regarding sound administrative practice come 
rom a \ ariety of sources. Scientific management, personnel manage- 
nient, accounting, public administration, military administration, psy- 
c oogy and sociology, industrial engineering, and other disciplines 
all have made contributions. Although this knowledge is still scattered 

and incomplete, there does exist a body of ideas that can be highly 
valuable to every executive. ^ ^ 

It IS the purpose of the succeeding chapters in this book to- (1) 
bring together existing knowledge regarding the basic processes of 
administration, and summarize this in a systematic and integrated 
manner; (2) state these ideas in a practical and usable form; and (3) 

add new ideas and interpretations. ^ 

Selected References on History of Administration 

Management in Transition, Richard D. Irwin, Inc., 

G^ner, S. P., Historical Development of Cost Accounfintr ” /i 
Review, October, 1947, pages 385-389. 

^ I^a’^es of Professional Management Societiet; ” AT.* 

Results, September-October, 1948, page 6 ^ =>ocieties. Net 

PmS; me.- In^Tjou™, 

^Management Publications Trast^Ltd^^W^SM 

and March,' 1947 Mamgemem Revie^w, January, February, 
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Chapier 2 


GOALS-THE GUIDI POSTS IN ADMINISTRATION 


Que^tiom the sdmini^imtor wanc^ iiiisMerfd 


planning 3 familiar, ever) day activity. The results of planning, or 
the absence of it, may be seen all alx>ur us. For example, the writer 
recentSv had occttion to employ both a plumber and a paperhanger. 
The plumber starred vigorously on his work bur soon discovered that 
he needed a specia] wrench that, unfortunarely, u as back at the shop. 
After t.’>e old piping was torn our. he made some measurements and 
again returned to the shop ro ger the new' pipe necessary. Most of rhe 
ppe he was tbk to cut and fit with the equipinenr he had brought 
Wong. btM one place called for a special joint which he returned ro the 

shop a third time to olira in. Ana'I rlxa* fr\K 4 TTl*___ 1 i 


^ - 1 V*. a iiv iiitfii wi 

mo iiNtnously. bur h» output per hour w^as low because he hac 
Sized op rhe total sitoanon, anticipated the difiiculties» and prei 
to meet them l»efore he oommenc^ teiring things apart. 

In contme. the paperhanger got a slow start. Ke measured 
esrirnared. he diset^Lsed colors, he _ 


inoved and special bdde^ that w ould be ncct 
rhe stairweH. W'lM he did get staned 




larcrials he needed \i*er/» -ar 


tnteiTupti<»n. 

intiry, and he had the necessary equipment. There 

to wiur WK fn 


Tht difference in output between the rttx> w orkmen was srrik 
and It roulted r>ot so much from a difference in rhe effon that 


their _..... 

Itself Imeead. the difference clearly was that tC 

job ^ piwiaing^^^d. whereas the pluoaber thought 



^•elfi has recorded hw experience w hen, as a colonel 


artempnnf 


"■■poned from Pon Tmiftt Cuba. WTw, he and hi. m-n 


n 
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reached the port, they found the quay swarming with some ten 

thousand men in considerable confusion as to who was to take w'hat 

transport. After considerable search, he located the quartermaster and 

was allotted space on the Yucatan. By accident he discovered that the 

Yucatan had also been allotted to t\\'o other divisions, and it clearly 

•» 

w'as not large enough to carry the total. Consequently, in order to 
pre-empt the space one of his fellow officers jumped into a small 
boat and met the Yucatan before it docked. In the meantime, Roosevelt 
established a guard at the dock and vmuld not permit men of the 
other divisions to board the boat until after all his men were on ship. 
Part of a second division was able to board, but the third spent the 
next two nights on a train waiting for a transport. Contrast the con¬ 
fusion typified in this account with the precision of action in the 
invasion of Normandy during AVorld War II, and the difference 
between poor planning and good planning is again apparent. 

The desirability of planning is now widely recognized, so much 
so that it is almost a fad to talk about planning, even though the 
advocate may have only vague ideas of what is really needed and how 
to go about it. Thus, the Scout leader is urged to plan his meeting 
carefully so that he may move with dispatch from one activity to the 
Other without a loss of attention. Xhe followers of Frederick l ay lor 
urge planning in considerable detail as an essential step to production 
operations. Any self-respecting municipal government now engages in 
some form of city planning. And on the national level, the need for a 
National Resources Planning Board is generally accepted. There is 
not, however, 100 per cent support for the “planners,” and rightly so, 
because much that flies under the banner of planning is vague and 

visionary. 

The effective administrator, then, must ask himself a series of prac¬ 


tical questions: 

1. What is really meant by planning and how does it relate to other phases 

of administration? ,1 u 

2. What are the different kinds of plans that may be useful and what are the 

advantages of each? ^ 1 • i_ i 

3. What are the practical limits on the extent and detail to which planning 

should be carried? 

4. What basic steps are necessary to the development of a plan? 

5. Are there special considerations that need to be observed for effective 

planning? 

The discussion in this and the next five chapters will be organized 
around these key questions. 
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Nature of Planning 


Working definition of planning 

Speaking generally, planning is deciding in advance what is to be 
done; that is, a plan is a projected course of action. Considered in this 
light, planning is a very widespread human behavior: the entrepre¬ 
neur plans a new enterprise, a marketing vice-president plans a sales 
campaign, the lawyer plans the presentation of his case, the social 
worker plans relief for an unemployed man, the housewife plans 
lunch, the carpenter plans the repair of a screen door. 

Planning in a business enterprise normally involves at least the 
following steps: 


1. Recognition of the need for action. This may arise through an 

assignment from the boss, or, in military lingo, the statement of a 
mission; an accounting report may show that costs are out of line or 
that production is lagging behind"^schedule; the executive mayTet a 
new idea at a professional meeting; there may be a normal seasonal 
upswing in sales; or the medical department may report that the fore¬ 
man needs an operation. For any of a variety of reasons, it is recognized 
that matters cannot be permitted to simply drift with a “do nothing” 
attitude. Some kind of action is called for. ^ 

2. Investigation and analysis. Here the facts of the present situation 
are studied so that possible alternatives may be identified, and informa- 
tion gathered as to the benefits and the difficulties in applying them. 

. roposa for action. On the basis of the investigation, the execu¬ 
tive develops one or more proposed courses of action; he “initiates” 

^ plSIl. 

4. Decision. A plan does not really exist untfl a clear decision is 
made as to a course of action. ■ Not infrequently two or more levels 
o organization are mvolved in the final decision. Thus, some operating 
executive may really decide or select the action to be talnT^ 

sal« Lnaoar ’’'“T supei**- 

Slemorf When perhaps the bSrd 

cntative decisions and final approval. ^ ^ Y' 

may decide tha^^p ZiSh ^hSle^ t'hat w^holS^ “Stance, an executiv*. 

year, that existing Uge daS ^an kdeqLi S. “ the 

because they do not stipulate action t^e taken. ^ ”ot plans 
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From what has been said, it should be clear that planning is not 
something like purchasing or warehousing that can be delegated to a 
separate department, thereby relieving other divisions of any concern 
with it. To be sure, an administrator may have people helping him with 
certain phases of planning, notably the investigation and analysis 
stage, but the decision aspects of planning are inevitably and intimately 
tied in with the other activities of operating officials who are in the 

“chain of command.” 


Relation of planning to other phases of administration 

Once the plan is adopted, that is, the decision has been made and 
approved, the administrator is free to move into other phases of his 
operation Perhaps the plan calls for modification in existing orgamza- 
tion or the assembly of additional resources. If so, the executive must 
give attention to these. He then proceeds to issue instructions for the 
execution of the plan and, finally, checks up to see whether my cor¬ 
rective action is necessary to secure fulfillment of the plan. This last 
control step provides information that may lead to a modification or 
the adoption of new plans, which in turn starts a new cycle of plan¬ 
ning, direction, and control. (See Figure 2.) 



FiruRF 2 Cycle of Administrative Duties. The proportion ot time an 

J^ends on each duty will vary widely; under “rcun,- 

stances organizing and assembling resources may drop out entirely. 

In actual operation, the administrative cycles are, of course, no more 
regular than the so-called business cycle. A merchant, for ^xamp e, 
lay out a program for all phases of his business or he may decide 
t_la^.- a-lfirhina and Dut this part of his program int 
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operarion before he has planned rhe sales promotion to dispose of those 

articles. The demand for the products may be so active that before he 

has sold all his stock he decides to reorder. Perhaps competitors’ action 

is such that he must step up or enlarge his sales-promotion campaign, 

cut hjs price, or even attempt to cancel part of the goods he has already 

ordered. In these situations what he does is to modify his original 

plan, issue a new set of directions, and then check up to see how the 
revised program is carrying out. 

The period of time covered by the plan and the frequency of 

c ange diflFer greatly, for instance, with a mail-order house whose 

catalogue commits the enterprise for a period of several months and 

the small corner haberdashery that operates on a minimum of stock 

and virtually no price commitment. Nevertheless, in each case there 
IS planning, direction, and control. 

In some situations the administrative process takes place in fairly 

of'^hTr”^ ' ’'T' ‘design and specifications 

of a building may be completed before the organization and schedule 

for actually erecting it are laid out; then arrangements are made for 

money, materials, and men needed at various stages in the future- 

ainrT ^ •''Sin construction work may not be given until 

of cheek3“‘H® preparations have been completed; finally, the task 
I checkmg and controlling is undertaken, 

however sreps is more the exception than the rule, 

f, «.r,.d d™"fed d" f™dd.rion, m.y 

- d,,.,., , d.,r:r “IS r„x 

sitate a revmon ot schedule. In fact, detailed schedules for wirinT^^d' 

wa7 T °u? thTpl’annl?''^"''' P™)'” “ “"der- 

activities "^ore^ivSe^^here^^'iHte^^^^ 

planning with other phases of administration Thk ' t- • 

of pUns are practical for him to use. Should K? 
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his day-to-day activities, or should he attempt annual planning? How 
can he use policies to advantage; what use may be made of standard 
methods and procedures? Real administrative skill is required in 
answering such questions as these. 

Types of administrative plans 

Planning is a broad concept; it embraces a wide range of ideas. In 
fact, much of the confusion concerning planning arises because 
people use the same words to cover quite different concepts. It will 
be helpful, then, to have a clear understanding of the different kinds of 
plans that an administrator may use. 

Plans may be divided into three broad groups: 

1. Goals 

2. Single-use Plans 

3. Standing Plans 

Within each of these groups there is quite a variety of plans, ranging 
from the broadest type of plans covering the operations of the entire 
enterprise for a considerable period down to detailed plans for the 

activities of a single individual on one day. 

An executive responsible for planning should recognize clearly all 
the different types of plans he has at his disposal. For this purpose, the 
nature and advantages of goals and single-use and standing plans will 
be considered in this and the following chapter. The limitations on 
planning will then be discussed in Chapter 4. The main issue running 
through these chapters is, “What kind and how much planning is 
practical? ” 

The best way to develop sound plans is a different issue. This is a 
matter of planning technique, and it is examined in the last rvv^o 
chapters of this section, following the discussion of types of plans. 

Goals and Their Advantages 

Sound administration starts with a statement, or at least a clear 
recognition, of goals to be achieved. Each executive, from the presi¬ 
dent to the first-line supervisor, should know the aims of his particular 

activities. 

For this purpose, it is useful to express plans in terms of the results 
to be accomplished. The production manager, for instance, may say 
that he plans to increase output 20 per cent; the personnel manager 
plans to increase the proportion of women employees; or the controller 


GOALS-GUIDEPOSTS IN ADMINISTRATION 


19 


plans to issue a readable annual report by February 15. Plans expressed 

as results to be achieved may be called goals. Used in this broad sense, 

pals would include such things as objectives, purposes, missions, dead¬ 
lines, standards, targets, and quotas. 

Goals serve a dual purpose in administration. They are vital links 

in the plpning process, and they are also essential elements in the 

process of control. Since in this section we are primarily interested in 

pals as a type of planning, discussion of their function in control will 
be postponed until Chapter 23. 

Objectives 

objectives as a basis for all of its planning. It is quite 
p am, for example, that a nursery school must decide whether its 

ou^B'^roura™''' l“ ^P^rvised play before it can lay 

m anything other than a haphazard manner. ^ 

entering a new field, such as frozen foods must 

tt oVa b^nr^d"’’ "---ide d'tribu 

more specific matters. ^ planning on 

The importance of objectives in planning is borne out hv r.,r i,- 

observation, based on extensive experience if a wUe varie v ffl ' 
mental operations: ^ ^ variety of govern- 

amee of ejfeaive^dlS^^^^^ understood is the outstanding guar- 
rule™;& ™';;7c1rgrS tItT™ ”“'l' • • •” This 

without clear definition, a definition cbTIh^ vitiated by the militarv 
mission... .2 P ose admmistrators who have a clearly defined 

Balancing importance of diiferent nhi..* xt . 

-era, different ojjecr^^fd ^neTS: 

from World W« 11, University of Afebama 


20 


GOAKS-CUini POSTS IN AI)MlNlNrRATION 


of the adiuliiisrrar<»r is to hriosi a balance in the extent to which th 
various objectives are stressed. For e.xainplc. a college may have several 
objectives, among them the impartintj of facts and attitudes (trans¬ 
mission of culture), the development of creative al)ihr\’. training iui 
citizenship, training in problem-solving and application of principles 
to concrete situations, and the cultivation of esthetic appreciation of 
irt, literature, and music. The student who has selected his school and 


the college official who wrestles w ith curriculum recognize that not 
all of the,sc objectives can be dominant in a single institution, although 
each may receive some attention. 

9 

The business administrator also must seek a balance between objec¬ 
tives. In addition to dividends for stockholders, he is concerned wnth 
stable employment and satisfactory working arrangements for em¬ 
ployees, wnth reliable service to customers, and with the relation of the 
enterprise to the general public. Thus we find Chairman Frank Abrams 
telling an annual meeting of stockholders of Standard Oil Company 
(New”^ Jersey); 

We have become one of the great industrial organizations of the world. ith 
«.»ur size have grown our responsibilities as corporate citizens at home and ;is 
representatives of American business and American ideals and ability abroad. 
Wc accept these re.sjxinsibilities with a deep consciousness of their significance. 
U'e are making everv' effort to conduct our business in an open, respectable 
manner, guided not only by business and other economic considerations but by 
the requirement to be good citizens at home and abroad.® 


Xhe five major objectives of Johnson & Johnson, manufacturer ot 
sursjical dressings and related products, are epitomized in its “Credo, 
shown in somewhat similar, though much briefer, state¬ 

ment has been prepared by the American Brake Shoe Company, as 

follows: 


OUR AIM 

Our ambition is to make our Comjmiy— 

A better place to work. 

A better neighbor in our communities. 

A better company to sell to, 

A better company to buy from. 

A better company to invest in, 

Elach of us can help in some way every day. 

These objectives must, of course, be translated into conffite plans 
to guide specific opierations. Policies, programs, procedures, or other 
plans are often a direct outgrow th of the explicit recognition of such 

s Stenographic Report of 19^ Annual Meeting, page 21. 
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^ BELIEVE THAT OUR FIRST RESPONSIBIUTY IS TO OUR CUSTOMERS 

OUR PRODUCTS MUST ALWAYS BE GOOD, Ahto 
WB MUST STRIVE TO MAKE THEM BETTER AT LOWER COSTS 
OUR ORDERS MUST BE PROMPTLY AND ACCURATELY FILLED 
OUR DEALERS MUST MAKE A FAIR PROFIT 

OUR SECOND RESPONSIBILITY IS TO THOSE WHO WORK WITH US - 
THE MEN AND WOMEN IN OUR FACTORIES AND OFFICES 
THEY MUST HAVE A SENSE OF SECURITY IN THEIR JOBS 
WAGES MUST BE FAIR AND ADEQUATE 

WORKERS ^ forking CONDITIONS CLEAN and ORDERLY 

^RbIZ AK,,^ ORGANIZED SYSTEM FOR SUGGESTIONS AND COMpSI 

fair 

' AND ® ROR advancement - for those qualified 

WD EACH PERSON MUST BE CONSIDERED AN INDIVIDUAL 
standing ON HIS OWN DIGNITY AND MERIT 

OUR EXECUTIVES ’^^'^NSIBILT^IS TO OUR MANAGEMENT 

must be pIrIons°of 

^WNSIBIUTV is to the COMMUNITTES IN WHICH WE LI 
WB MUST BE A G^ CITT2EN - SUPPORT GOOD WORKS AND oW 

BEAR OUR FAIR SHARE OP TAVrc 

WB MUST MAINTAIN IN GOOD ORDER THE PROPERTY WE APR Donm 

WP Miter t'«ut'£RTY WE ARB PRIVILEGED TO USa 

PROMOTION OF aVIC IMPROVEMENT, 

and GOOD GOVERNMENT 

AND ACQUAINT THE COMMUNITY WITH OUR ACITVIITBS 
OUR FIFTH AND LAST RESPONSIBILITY IS TO OUR STOCKHOLDBEs 

business must make a sound PRom 

ADVENTU^^r^C^^^Lmo"^ ^ - 

bad times must be provided for high taxes d 
NEW factories built, new products 

WB ARE DETERMINED WITH THE HELP^B^'^ RECEIVE « PAIR RBTURR 
- .R^L THESE OBUGATTON™rnr^''or^/-^ 




Figure 3. Objectives of Johnson & Johnson. 









22 


COALS-GUIDFPOSTS IN ADMINISTRATION 


objectives, ami in any event the plans should be consistent with these 
broad ol)jectives. In this adapting of operating plans to objectives the 
relative importance of each t*bjccrivc must Ik c<msidcrcd. More pre¬ 
cisely, the contribution an additional expenditure of effort or money 
will make tou ard one <»bjecti\c ntust be balanced against the contrilm- 
tion that expenditure might make tow ard ant>thcr objective. This calls 

for considerable foresight and a fine sense of values. 

^ - ... . 

Objectives for each department and division. Good planmng 
requires recognition of objectives for the several administrative divi¬ 
sions of an enterprise, as xvell as for the enterprise as a whole. Thus, 
the objective or mission of the printing department with respect to 
cost and to service should be clear t«^ the manager of the department 
and to those responsible for general supervision over it. Likewise, the 
objective of the advertising department in securing direct orders, as 
contrasted with its objective in promoting wide acquaintanceship with 
the company’s brand name, should be understood. 

When the manufacturer of a well-known line of radio sets decided 
to enter the industrial phase of the electronics business, the manager 
of the new department needed to know whether he was expected to 
duplicate R.CA.'s entire line of broadcasting, transmitting, and 
industrial communication equipment within, say, the next three years. 

It is, of course, easier to define the missions of some departments 
than that of others; for example, the warehouse department as com¬ 
pared with the public relations department. Bur, in every case a clear 
definition of purpose is of great assistance in administration. 

Budgets and deadlines 

Budgets. A budget expresses in numerical terms, typically financial 
accounts, the anticipated results of operations in some future period. 
If budgets are well prepared they will be more than mere predictions; 
instead thev will reflect the actual plans for each of the activities 
covered. Once prepared, they constitute a goal toward which activities 
are directed. Thev have a number of disrinctwe merits as planning 
devices, notablv' the specificness with which the goal must be 
expressed, the ease with which plans of one department may be coordi¬ 
nated with those of another department, and their ready adaptability 
r.s control standards. Budgets are such an important managerial devic* 
that an entire chapter will be devoted to them later. They are men¬ 
tioned here so that they will be recognized as an important form that 

planned goals may take. 
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Tmie goals. Timing of ncrivitics is an essential element in administra¬ 
tive planning. One May to incorporate the “when” into a plan is to 
set up a eadline, or a series of deadlines when certain events should 
^ completed. These deadlines take many forms. The newspaper has 
ca. ines for each edition; the engineering department may establish 
a date when new equipment is to be installed and ready to operate: the 
epartnicnt may have a rule that all incoming inquiries are to be 

.ser^a I f' ^ letter; or the salesman may 

r '1 individuals on his new- 

prospect list each week. 

of'th«r vrn-planning is underraken. there ntav be a whole series 
of these deadlines. These should be related to each other so that nre- 

an'iTthc^lT succeeding steps must start, and 

"f ^'PC of planning is given 

:"m ^ct." '"’'’ “P for a?onLc- 

Iimet’ai's'’them • "" '^P^ including 

admin- r ^ question of how optimistic^to be As far a! 

administration is concerned there ic n« ,.oi. • . .* 

visionary that is desirable rt i ^ goals that are 

quite unrealistic D^e^mtl of Ur'"' r “f’'"™’cnt of which is 

five planner had better concenmTm “l ’’’ i""’‘’‘''’’i"'*'™- 
ro.id which is nearer at hand. P“" 

golirsktrid'be'^rhrbes!''tlf,t ^ «f "'licther the 

if ^He time goal, the 

elfectit e stimulant to human behavim ‘ u “ 

accomplish may fail to bring forth th; best" fforts A B “ 

advises that “Tarnets should be ri n; i T ^ ^ British writer 

should aUoM' for the occasional ler impossible. They 

the holidavs. ' • Wallace Clark ft r ^''"md 

special armndon to thrdmmg . f f™ S'™" 

■ ■ • In tintine rhe plan i, sh L plans, recommends: 

f/xl '!>« P*"^ “’nJiuom piJ'oS t'lio'Ileh "''T""'’ will use his best 
^ dards of pcrf orntance. when used as a teis fc' ? “ P"'"**' f''"' Wgh 
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brmg to light weaknesses and tendencies which would not appear if the stand- 
ards were easy to attain.... There should be no cushions of time in the various 
e ements of a program, because the sub-executi\^es charged with execution will 
lose faith in the plan and think it is not really important for each of them to 
meet his nme objectives... all allowances should be bunched at the end.® 

The margin of safety included in any goal will depend, of course, 
upon the use to which the goal is to be put. In general, it appears to 
be wise to set up a reasonable yet difficult objective for each segment 
o the operation. Then if it is desirable to make allowance for unfore¬ 
seen contingencies, this can be added as a separate and clearly desig¬ 
nated allowance. / 5 


Operating goals 

A wide variety of operating standards may be set up that express 
the anticipated results of the more detailed plans. There probably will 
be expense standards; material costs being set at, say, 30 per cent of 
cost of goods sold, overhead at 160 per cent of direct labor, or office 

T *'^***' month. Also there may be a variety of output 
standards expressed in physical terms; for example, three generamrs 

pects located per day. Other operating standards might deal with lost 

poliorin'r "" ” ^ f” every key 

position in the organization. ^ ^ 

The executive who can say, with an assurance based on detailed 
p anning, t at he plans to produce X number of products during the 

Tn T ^ A people on the payroll and a salary e^el 

nh ^ Similarly states the results he plans to achieve in other 

trator of his department.® adminis- 

Hierarchy of plans 

The preceding discussion has already suo-aested thar t-hp nl c 
a given enterprise should fall into a hierarchy that is 
are pushed through successive stens m ^ decisions 

detailed operations, there should be^a cleaTrA^nkTorth 
iff2^Uf_accompanied by a whole seriS of 

® Executive Planning, pages 6 and 7 Successively more- 

® See B. E. Goetz Manafeli^ P/ 

chapter S, for Booh Co., 
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detailed plans, each designed to implement the general plan of which 
it is a part. 

As an illustration of a hierarchy of plans, consider the issues arising 
in connection with “The Voice of America” radio program which 
the United States beamed to F.uropean countries following World 
War II. The underlying question for Congress and the State Depart¬ 
ment was, of course, whether the United States should be concerned, 
at least at that time, with the political beliefs of foreign nationals. 
Given a positive answ'er to this issue, plans for influencing these beliefs 
had to be adopted—including the role radio was to play. Then, engi¬ 
neering plans regarding location, power, wave lengths, and similar 
matters had to be determined. At the same time the types of programs 
had to be settled; for example, news versus jazz music or other repre¬ 
sentations of American culture. Then, specific methods for station 
operators were needed, and before anything went on the air a time 
schedule down to the fraction of a minute and a script specifying 
virtually every word had to be adopted. Here the planning ranged 
from foreign policy to changing needles on the phonograph-record 

player. 

The idea of an order or a rank as between plans has been generally 
recognized by large, multi-unit enterprises and by governmental 
planners, particularly in socialistic countries, such as England. Because 
of the impracticabilty of attempting detailed planning at a central 
point, such enterprises develop a master plan and then allow the sub¬ 
ordinate units considerable freedom of operation within those limits. 
In smaller establishments, organizational necessity may not force as 
sharp a distinction in the levels of planning, but as a device for orderly 

thinking it is just as applicable. 

We see then that the concept of hierarchies in plans is important, 
!)oth to assure internal consistency and integration of the plans them- 
;:elves, and also in the process of organization as an aid to successful 

decentralization. 

R.elationship of goals to other types of plans 

As already indicated by definition and by illustration, goals cannot 
be set up without regard to single-use and standing plans. Instead they 
are an inseparable part of the whole planning process. The pneral 
objectives or missions give rise to a program, each parr of which has 
some contribution to make to the achievement of the broad objectives. 
These parts may be expressed as subgoals, and then a whole series of 
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GOALS-GUIDEPOSTS IN ADMINISTRATION 




e ha\ e noted that planning in terms of goals cov’^ers a wide variety 

of acti\ities. Goals range, for example, from a company objective to 

make lov -cost products to an objective of a clerk to keep his desk 

neat; or from the aim of a Federal Reserve Board to help stabilize 

prices, to the aim of a bank teller to make legible entries in depositors’ 

passbooks. Like other t\'pes of plans, the goal may be precise or loosely 

defined; it may be broad in coverage or apply to only a limited part 

o an operation. Although it is desirable that these goals fit together 

mto an over-all plan, it is quite possible for a department head or 

first-line supervisor to set up his own set of goals, even when no over¬ 
all plan exists. 

Distinctive benefits of setting up goals include: (1) Purposeful and 

integrated planning is made easier. (2) Unproductive work is more 

likely to be avoided. (3) Operating goals, or “standards,” can be used 

as build^ing blocks in developing programs. (4) Goals also serve as 

standards for purposes of control, and they play an important part 

in motivation. The other side of the story, limitations on the establish¬ 
ment of goals, IS discussed in Chapter 4.' 

(References will be found at the end of Chapter 3, pages 54 and 55.) 
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SINGLE-USE AND STANDING PLANS 


Once an objectwe of an enterprise, department, or section has been 
set forth, the executive in charge must then map out a course of action 
to fulfill this mission. In other words, he must plan how he is going 
to accomplish the task. 

This planning often is no simple job. There may be thousands of 
man-hours, tons of materials, innumerable customer contacts, large 
financial resources, and many other factors involved. Even a simple 
assignment will require careful planning if it is to be done with 
maximum efficiency. The executive should consider (1) what types 
of plans will be most useful to him, (2) how far it will pay to go in 
preparing such plans, and (3) what procedure he should follow in 

arriving at these decisions. 

Broadly speaking, the executive may make single-use or standing 
plans; most likely he will use some combination of these. The single¬ 
use plans lay out a course of action to fit a specific situation and are 
“used up” when the goal is reached, whereas the standing plans are 
designed to be used over and over again. The purpose of this chapter 
is to examine various kinds of single-use and standing plans so that 
their nature and advantages will be clear. The choice and combination 
of these instruments decides the form planning will take. How far 
ahead and by what method these plans should be developed will be 

discussed in later chapters. 


Single-use Plans and Their Advantages 

There are several kinds of single-use plans that almost every execu¬ 
tive finds useful sooner or later. Important in this regard are (1) 
major programs, (2) projects, (3) special programs, and (4) detailed 
plans. What is the character of each of these types and when .should 

it he used? 
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Major programs 


A major program shows the principal steps that need to be taken, 
with the approximate timing of each, to accomplish an objective: 
Considerable effort is required to design a good, comprehensive pro¬ 
gram and the administrator should understand its nature and benefits 

m order to decide whether its preparation is worth the trouble in his 
operations. 

The character of a general program is illustrated by the over-all 
planning for a vegetable cannery that was recently purchased from the 
ormer owner-manager by an investment group, which installed a 
new man as president. Three members of the investment group also 
ad interests in grocery wholesaling companies, and part of the general 
scheme was that the cannery would serve as a significant source of 
supply for these wholesale houses. The new president proceeded to 
map out a general program. The types of vegetables to be canned were 

Pf'PW'd showing estimated 

general trade associated grocery houses and to the 

general trade for the next three years. On the basis of these figures it 

wmldT 'd P'“' equipment that 

facilities "" ^ P‘“* » *e 

Another feature of the cannery program was deciding what kev 
Iddirns ’’anTr d maintained, and a plan was devised f^ 

additions and for dropping some of those already on the oavroll 

o1 ZZf -" “ mf 

OTmates of fluctuations in the inventory that would be icent. And 

na y on the basis of the foregoing decisions and estimates^of cost 
an se mg prices, the financial requirements were determined and a 
P an for financing the cannery was set up. By developiW tht com 
prehensive program each part of which dovetaUed into the «her nZ' 

arraS;:tl:t“ fel: 

p*’- of Kl;; 

Some of the benefits arising from the nee nf ^ i 

be Ulustrated in quite a different field. During the walT^d‘"'d 
for petroleum products was so acute that the Petrolel^m i^d' 

non for War found it necessary to develop an ove" d| 

ahowmg monthly the production and the use o'f elude 
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of refineries by products, and the flow of the several products to each 
major area of the United States. This program was. of course, keyed 
in with requirements for military purposes and with the world-wide 
program for all the L^nited Nations. 

\Vith the aid of this program it was possible, for example, to antici¬ 
pate vv'hen the aviation gasoline requirements would rise to a level 
that would seriously reduce the available crude oil and refining 
capacity for other products, such as civilian-grade gasoline, fuel oil. 
and so forth. Had this not been foreseen, it is quite possible that the 
aviation gasoline program, which had top priority, would have pre¬ 
cipitated a major crisis in the supply of the other products that were 

also vital to war and essential civilian activities. 

The idea of a major program may be useful not only for over-all 

operations of an enterprise but also for a ma)or undertaking. For 
example, a metal-equipment manufacturing company decided to pro¬ 
duce a power machine that could be used to reduce labor costs in the 
installing of woodwork in new houses. The company bought the 
patent rights from the inventor and knew that the equipment would 
have to be sold to large contractors, particularly those erecting 
twenty-fiv’e or more houses at a given location. Beyond that the ques¬ 
tion was, “Where do we so from here?” 

It was important that the production department not manutacture 
the new product in quantities greater than the sales department could 
dispose of, and, on the other hand, it w s 

department not promise delivery for products that could not be 
produced. Aloreover, it was essential that the sales and production 
departments combined not embark on an undertaking that could not 
be financed by the company. Consequently, a general program was 
developed that covered the following points; 

1. Designing the product for manufacture. 

2. Tooling and raw material purchasing. 

3. Production. 

4. Display at the National Home Builders Convention. 

5. Preparing sales literature. 

6. Selecting dealers and demonstrators. 

7. Providing capital requirements. 

The timing of each of these steps had to be established, and while 
it was possible to do some of the things concurrently-for example, 
raw material purchasing at the same time that the sales literature \\ as 
being created-^other steps had to be done in sequence. Therefore, a 
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master schedule was necessary. Incidentally, in this particular instance 
the kev date in the master schedule was the Home Builders Conven- 

r 

tion; this occurred bur once a year, and if the machine had not been 
ready for display at this convention sales efforts would have been 
hampered significantly for an entire year. The company had a suitable 
organization and an adequate capacity to handle the new product. Still, 
considerable specialized and cooperative effort was necessary to assure 
coordmation and effective launching of the new line. 

Major programs were very useful in each of the instances just 
described. Nevertheless, a great many business enterprises and govern¬ 
ment bureaus do not set up such a plan in any clear-cut fashion. This 
may result from failure to appreciate the advantages of such planning, 
stability of operations that diminishes the need for programming, the 
limitations on planning discussed in the next chapter, or plain inertia 
and laziness. There may be good reasons why an executive does not set 
up a major program covering his activities, but the burden of proof 
should be on him if he fails to do so. 

Projects 

Frequently there are parts of a general program that are relatively 

separate and clear cut, and can be planned (and executed) as a distinct 
project. 

In the general program just described for the development of the 

new woodworking machine, for example, the preparation of sales 

literature was set up as a separate project. The project, in turn, was 

divided into four major parrs. (1) The advertising media had to be 

selected and appropriate advertising copy prepared. (2) A descriptive 

circular was needed to use in response to inquiries from the advertising 

and to be handed out by distributors in their contacts with potential 

customers. (3) Plans were made for answering written inquiries 

regarding the new' product; this w'as done primarily by trying to 

anticipate the questions that would be asked and preparing standard 

paragraph answers to such questions. (4) Also included in the project 

was the preparation of specific though simple instructions for the use 
and maintenance of the product. 

Considerable work w'as necessary before final decisions were made 
on each phase of the project. Those responsible for the sales literature 
had to wwk closely w ith the designers and also with those securing 
and training distributors and demonstrators. This cooperation involved 
both the content of the detailed subject matter and also the synchroni- 
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zation of timing; copy released for trade-paper advertising had to be 
geared to anticipated production and the operating instructions had 
to be available for demonstrator models and early deliveries. 

The administrator may, of course, find it desirable to set up projects 
in almost any phase of his company operations. A large financial 
institution, for instance, decided that as part of its over-all personnel 
program it should base its salary administration on careful job evalua¬ 
tion, and the initial planning and work was assigned as a separate pro¬ 
ject. A plan had to be dev^eloped for each of the following steps: 

L Organizing and staffing. It was decided to have a policy com¬ 
mittee, an evaluation committee and a (full-time) job analyst com¬ 
mittee, and the duties and membership of each group had to be settled. 

2. Setting policies for the project. Guides were needed from the 
start on such matters as positions to be covered by the survey, treat¬ 
ment of wage changes while the survey was in progress, general 
technique to be used in evaluating jobs (factor comparison was 
selected), and assurances that could be given to the employees regard¬ 
ing the effect of the study on their existing pay, particularly if it was 
higher than the maximum rate determined by the study. 

3. Preparing job descriptions. This involved deciding on the form, 
content and terminology to be used in the descriptions; the training 
of analysts; and scheduling the actual interviews and studies of 
individual divisions. 

4. Evaluating the jobs. Since factor comparison was the method 
employed, it was necessary to rank and rate a group of key jobs and 
then slot in all the remaining jobs for each of five compensable 
characteristics. 

5. Making a market survey of wage rates prevailing in the com¬ 
munity for comparable positions. 

6. Developing a company salary structure. This involved decision 
as to the level of wages in the company relative to the market, the 
number of salary grades that would be used, and the maximum and 
minimum pay for each salary grade. 

7. Installing the plan. The time when the new plan would become 
effective and the treatment of individual employees whose salaries 
fell either above or below the agreed-upon ranges had to be decided. 

8. Informing employees. During the entire study, employees were 
informed of the purpose of each step that \\'as being taken, their 
participation in the work, and the way it would affect them. 
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While it was not necessary to make detailed plans for each step in 
this project before starting on the first one, it was important to know 
what the steps would be in order to understand the importance of the 
activities at any given time, to plan the assignment of personnel to 
work on the project, and, perhaps most important, to be able to explain 
to employees and executives just how a particular part of the investi<ra- 
tion was going to affect the final salary structure. The amount of 
money in the pay envelope is of major concern to every employee, and 
if projects such as this are not carefully planned it is possible tliat some 
pa^ of It may miss fire and cause serious damage to employee morale. 

The project is a flexible type of planning, and may be adapted to a 

variety of situations. If operations can be divided easily into separate 

parts with a clear termination point, the project is a natural and effec¬ 
tive planning device. 


Special programs 

Another type of single-use plan deals with some one phase of 
company operations, but, unlike projects, has no clear completion 
date or point. Instead, these special programs are likely to cover a 
problem that is continuing, with the result that plans have to be 

detdopt account of the situation as it 

Special programs may be illustrated by the planning a medium¬ 
sized company did with respect to replacing its executive and sales 
personnel. At the time of the initial analysis, the key executives and 
4 ir respective ages were as follows: president, 53; vice-president, 
saes manager, 54; treasurer, 71; production manager, 66. All of 
ese men were in good health except the sales manager who, sLx 

ulcer's Vhe Tl f^ Ic ^ stomach 

t^ZeT" by a death and a retirement from 

wishS immediate problem because the company 

visned to expand its sales volume. ^ ^ 

nefld" toT that the company 

treatlr ™™'diate replacement of the 

accounlant h ^ anticipated in selecting an 

tranef.^ necessary here was to arrange the actual 

salarv if younger man and to make 

salary adjustments. A man from the plant was selected as the S 
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successor to the production manager, and placed in training for this 
position. However, the production manager was still active and his 
proposed successor had not yet demonstrated completely his ability 
to fill the top post, so the plan was to have these two work together 
as a team for at least the next couple of years. 

The sales manager and vice-president proceeded immediately to 
locate potential salesmen. It was decided to seek fairly young men who 
had potential e.xecutive ability as well as sales ability. This was par¬ 
ticularly important, inasmuch as none of the three older salesmen had 
shown ability to take over the sales manager’s position should he 
suddenly drop out of the picture. After further consideration, it was 
decided to take no more than two salesmen on at one time in view of 
the problem of training them and working them into the company’s 
sales operations. 

These steps met the immediate needs of the company, but it was 
recognized that it would be unwise to wait for ten years before con¬ 
sidering replacement for the other three top men. No immediate 
measures are being taken in this area, however, because the likely 
candidates are already embarked on an immediate training program 
or just taking over new duties. Nevertheless, these younger men are 
being watched closely and it is anticipated that about three years 
hence additional steps will be taken to train the most likely candidates 
to take on senior executive responsibilities. 

In Part III the whole problem of executive personnel will be ex¬ 
plored in more detail. This particular case is cited here merely to 
illustrate a situation where it is important to predict changes that are 
likely to occur over a period of several years and to decide what steps 
should be taken before the events transpire. In this way a company 
can deal with changes with the least disruption to, and perhaps even 
to the benefit of, its operations. An alert administrator should be on 
the lookout for circumstances where this type of planning will be 
useful. 

Detail plans 

For a great many situations, planning in even more detail than has 
been suggested in the preceding illustrations is highly desirable. In 
fact, the word “planning” is sometimes used to refer merely to the 
detailed arrangements necessary to carry out a major decision. Thus, 
the planning room in a production department frequently is con¬ 
cerned only with methods, instructions, material and tool requisition. 
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scheduling, and routing of specific orders through the shop. A good 

definition of this type of planning is; ‘ The technique of foreseeing or 

picturing ahead every step in a long series of separate operations, each 

such operation to be of ma.ximum efficiency, and of so indicating these 

steps that routine arrangements suffice to cause it to happen in the 
right place and at the right time.” ' 

A common example of this n'pe of planning is found in schedulintr 

in machine shops that do varied work. Mere the capacity of each 

machine and the time required to perform each operation have been 

detemined, and as each order is received the necessary operations are 

noted and the work is assigned to individual machines. By keeping 

track of the work thus assigned and the w'ork completed, it is possible 

to schedule the jobs that are to be done on individual machines and, 

with the aid of standard times, to know y hen jobs can be completed.’ 

n t IS manner a detailed schedule for shop operations is prepared, 

showing what )obs are to be performed on each machine each day 

the rime at which the various steps will be taken on a given order, and 

therefore when the order will be completed. A Cantt^Chart similar to 

the one shown in Figure 4, page 24, is often used to schedule work to 
specific machines. 

An cssennal part of such planning is, of course, keeping track of 
what actuallv does happen and adjusting the plan if, for some reason, 
the work either moves faster or more slow Iv than origmally projected 

the equipment 

promis'edThe° ' 'l i"*” " completed when 

he ascertained, and the effect of such orde. on work^lreadv schrd- 
ulcu IS readiJv shown. 

I^tyed scheduling such as just described is made possible through 
^ standardization of methods and operating conditions in the shot 
In other situatioi^, particularly in tho« w here several diff ent p S 
«involved. It IS not feasible to exercise such close contro . 

^ m negori!- 

tion or a libor negotiation, it may be desirable to plan very carffoMo 
w at IS to be said, what is to be done, the manner in which it is to h^ 
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more effective than it would be if no such detailed planning had been 
done in advance. 

This detailed planning sooner or later reaches a point of diminish¬ 
ing returns, so the administrator must decide in what areas, to what 
detail, and how far ahead it pays to make formal plans of this sort. 

Hierarchy among single-use plans 

These various single-use plans—major programs, projects, special 
programs, and detailed plans—should fit together into a consistent 
vv'hole. The idea of a hierarchy of such plans is a simple and intriguing 
idea. A major program normally consists of a series of steps, and each 
of these steps becomes a project or special program in itself. The 
projects, in turn, are further subdivided into more specific assign¬ 
ments, and this process of narrowing the range as segments of the plan 
become more and more detailed continues until specific actions of 
each individual are decided. In the same manner, a general concept of 
a new product is reduced through planning into increasingly exact 
terms until the detailed specifications for each small part have been 

setup. . . 

True, in actual practice it may not be practical to proceed in just 

this way. For one thing, some of the more detailed plans may be so 

crucial that they are settled first, and the broader plans adjusted to 

them. The capacities of existing equipment or a union contract that 

must be signed promptly to avoid a strike are examples of this. In 

other words, planning may come up from the bottom as well as down 

from the top. 

Moreover, in a company of any size planning is done by many 
people, and they may work simultaneously and somewhat independ¬ 
ently. If each person waited until the broader plans of those above him 
were settled, the time required to go from a general program to spe¬ 
cific actions would be long indeed. So what often happens is 
separate divisions go ahead with the preparation of their own pro 
grams, and later these are—or should be—fitted together into a master 

plan. , . , 

The concept of a hierarchy among single-use plans is extremely 

useful, nevertheless. Regardless of the order in which the plans are 
prepared, they should fit together as parts and subparts of an in¬ 
tegrated scheme of operation. Their purpose, nature and timing shou ^ 
be dovetailed so that coordination results. The planner who doesn t 
make sure that his decisions fit into the broader course of action, and 
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are also consistent with more detailed plans of those who will do the 
actual work, may well be a “bull in the china shop.” 

Benefits of preparing single-use plans in advance 

Before leaving this discussion of single-use plans, the advantages 

resulting from their advance preparation should be reviewed. Most of 

these benefits have been referred to in the various illustrations, but 

to e sure that they are fully recognized the more important ones are 
summarized below: 

Integrated and purposeful action is more readily achieved. 

When plans are made on the spur of the moment, expediency is the 

rde and action taken today is likely to hamper work of tomorrow. 

Moreover, if action takes place in several places at the same time, 

action m one spot may interfere or undermine the work initiated at 

anot er point. Advance planning provides an opportunity for review 

to see that each part fits in with the others and is directed toward the 
over-all purpose. 

2. Crises can be anticipated and delays avoided. When bottlenecks 
or weak spots are uncovered by careful and realistic advance planning 
there is often time to find a remedy before the event occurs, whereas 
expensive and lengthy shutdowns may be unavoidable if corrective 
action IS not initiated until the crisis is present. Moreover, as Machia- 

velli observed centuries ago, trouble is often more easily corrected in 
Its early stages than after a crisis has developed. 

cured. But when for want of such knowledge they are r 

y can recognize them, there is no longer any remedy to be found.« 

3. More efficient methods and procedures can be developed Time 
IS usual y required for the systematic and thorough invesdgation of 

the most efficient methods, but they are more Ll/rre y L cZm 
or any method that “gets by.” ^ 

Plans ^"'hority to act is facilitated. Communication of 

often re explanations and interpretations are 

likelv • and sometimes formal training is needed (this is more 

y in the case of standing plans than single-use plans) In a small 
enterpr.se the d ecision-maker may have read'y accesf ro the In X 

^Niccolo MachiaveUi, The Prince, Modem Librarj , page 11. 
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are to carry out the plans, but as supervision becomes more remote 

advance plans become more necessary. 

5. The groundwork for control standards is laid. These operating 
plans, when translated into anticipated results, become standards of 
performance. The nature and importance of such goals has already 
been discussed in the preceding chapter, and will be considered again 
in the analysis of control in Chapter 23. 

Standing Plans and Their Advantages 

If an administrator had to develop a complete set of plans each time 
he wished to initiate action or there was a change in operating condi¬ 
tions, he would be faced with an impossible task. The time and energy 
required for planning might well exceed that devoted to the execution 
of the plans, and this could be justified only under unusual conditions. 
Instead, in every enterprise there will be found a wide variety of 
standing plans which are followed every time a given situation is 

encountered. 

The distinctive characteristic of a standing plan is that the same 
decision is used to guide action over and over again. Thus, a policy to 
sell only for cash may be applied to hundreds of inquiries regarding 
credit terms; a standard procedure for the requisition and purchase of 
supplies may be used in all departments for a wide variety of needs; a 
standard method for shipping products may be followed by a whole 

group of packers almost every day in the year.® 

Such standing plans greatly simplify the task of the administrator. 

They establish a pattern of action that the planner assumes as “nor¬ 
mal,” and he can then concentrate his attention on the changes he 
wishes to make in this customary pattern for abnormal circumstances. 

It is true, of course, that many work habits or business customs just 
grow without any deliberate planning on the part of executives. 
Sometimes these behavior patterns simply reflect the way the first 
employee found it convenient to work, and this method was copied 
with minor modifications by subsequent employees. In other cases an 
executive may have been confronted with a specific problem on which 
he made a decision, and then when the problem came up again he 

a Some standing plans may not, in fact, be used over and over again. For example, 
plans for meeting a disaster such as a fire may rarely be put into action. Nevertheless, 
swch “stand-by” plans are designed so that they can be used time and again if occasion 

warrants. 
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remembered that his original decision worked satisfactorily and so he 

decided in the second instance to follow the same behavior. After four 

or five decisions applying to the same situation this solution becomes, 

perhaps unconsciously, the standard answer to that kind of a question. 

If such policies and methods are accepted by the management to the 

e.xtent that new employees are deliberately trained to follow them and 

all employees are subject to censure if they deviate from them without 

good reason or permission, they then become part of the standing 
plans of the enterprise. 

Experience has demonstrated, however, that the administrator can 
profitably ^ve careful attention to the standing plans he expects to 
be followed by those under his direction. Gilbreth, Taylor and other 
pioneers in the scientific management movement found that even 

lerv customary methods frequently are not 

y efficient. Similarly, Mace reports from a recent study of the 
adniinistration of small enterprises that: 

as a management tool wls not generaUt- urilizeH■'“I'ing 
deserve aid require mote atmn*irn” W 7 dl 

a current and immediate situation.'^ ^ handle 

Many of the progressive companies recognize the value of having 

forl: ca"reZ s^T T-' organizatio® 

tor the careful study of policies and of methods and procedures 

standing plans it is often helpful L the adm’inistra- 

attention to: (1) policies, (2) procedures 
( ) methods. Each of these will be examined briefly in this section ro 

structure can also be thought of as a standing plan Lmuch‘"''"h" 
ttuirr «htionships estfbLe’d “e g'”'' 

tins aspect of administration is given deUed consVderatn' 

» .A 


Policies 


enttrprise L the cond:L'’of\f opMa'rion'’'' of the 

An illustration of the need (or policy is found in rh 

every executive reUible for 

Press, 1948. ^ Corporations, Harvard University 
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and how nnich money should he spent for maintenance. Where re¬ 
pairs are easily made and delays caused by breakdowns arc not costly, 

M tr <0 * 

it may be wise to posnionc activity until something goes wrong. In 
many other situations a pf>licy of preventive maintenance is the wiser 
course. The commercial airlines, for example, overhaul an airplane 
motor after a certain number of hours of service, even though it may 
be running satisfactorily at the time. Sales divisions typically require 
that salesmen’s automobiles be serviced regularly and may, in fact, 
provide for complete replacement before the need for expensive main¬ 
tenance arises. 

In production operations preventive maintenance provides for the 
periodic replacement of parts that may break or wear out, regular 
inspection to detect weaknesses or poor adjusmient that may cause 
trouble at a later time if not taken care of immediately, and similar 
efforts to anticipate trouble. Once a company has a clear-cut policy 
as to the extent to which it will engage in preventive maintenance, 
then the operating executive and the maintenance division itself have 
a guide that may be used time and again in deciding what action should 
be taken with respect to a given piece of equipment. This results in 
considerable economy of the executiv'e’s time. 

Policies are also helpful in securing uniformity of action. For in¬ 
stance, the day is past when layoffs could be made according to the 
personal inclinations of several different foremen. Union or no union, 
it is now generally recognized as bad practice to have one foreman 
lay off on the basis of seniority, another on the basis of quality of 
work during the last week, still another on the basis of nationality, 
with perhaps a fourth using a “good guy” standard. Instead, most 
companies now have a clear-cut policy stipulating the basis for selec¬ 
tion of men to lay off when a reduction in staff is necessary. Such a 
policy can be explained to employees in advance, and when applied 
throughout the enterprise goes a long w ay toward establishing a sense 

of fair play in the entire group. 

Exceptions to the policy may, of course, be made in special circum¬ 
stances, but such action is taken only after special review' at two and 
perhaps three different levels of the organization, and the reason for 
the action is usually understood by all parties concerned. The useful¬ 
ness of a policy is not vitiated unless exceptions become too numerous. 

Some policies deal with the fundamental nature of a company s 
operations. A large New York store, for example, had followed a 
policy for years of catering to w'ell-to-do women of mature years w ho 
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Does \ OUT Company Have Sound Policies Coi^erhi^ These Points? 

I. Sales Policies 

A. Products or services to be sold 

1. Type of products 

2. Number and variety of products 

3. Quality of products 

B. Customers to whom products will be sold 

1. Channels of distribution 

2. Type of customers 

3. Size of customers 

4. Location of customers 

C. Prices at which products will be sold 

1. Relation to prices of competing products 

2. Relation to costs of production and distribution 

3. Relation to prices of individual items 

4. Quantity and trade discounts 

5. Frequency of price changes 

6. Resale price maintenance 

D. Sales promotion 

1. Sales appeals emphasized 

2. Types and media of advertising 

3. Use of personal solicitation 

n. Procurement Policies 

A. Producing versus buying goods needed 

1. Buying goods for resale 

2. Producing main items, buying others 

3. Producing own raw materials 

4. Producing own services 

B. WTien and in what quantities to procure goods 

1. Procurement for stock, budgeted needs, or to order 

2. Minimum inventories required 

3. Size of production run or purchase order 

4. Stabilization of production 

5. Anticipation of price changes 

C. Selection of vendors 

1. Number of vendors 

2. Type of vendors 

D. Production processes 

1. Basic process to be used 

2. Extent of specialization 

3. Extent of mechanization 

111. Personnel Policies 
A. Selection 

1. Hiring new employees 

Figure 5. Policy Outline for Typical Business Elnterprise. 
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2, Promotion of present employees 

3. Discharge of present employees 

B. Training 

1. Purposes of training 

2. Use of training on the job 

3. Use of organized training. 

C. Compensation 

1. Relation to market rates 

2. Internal alignment 

3. Use of financial incentives 

D. Arrangements for work 

1. Hours of work 

2. Vacations 

3. Working conditions 

E. Employee services 

1. Social and recreational activities 

2. Safety and health 

3. Pensions 

4. Group insurance 

F. Industrial relations 

1. Company-wide and industry-wide bargaining 

2. Grievances and arbitration 

3. Union-management cooperation 

4. Other means of communication 

IV. Financial Policies 

A. L^ses of capital 

1. Extent of investment in fixed assets 

2. Restrictions on inventories 

L Extension of credit to customers 

4. Use of capital not needed immediately for operations 

B. Sources of capital 
L Owners 

2. Long-term creditors 

3. Short-term creditors 

C. Protection of capital 

1. Reduction of risks 

2. Insurance 

3. Hedging 

4. Accounting reserves 

D. Distribution of earnings 
1. Plowing back earnings 
Z. Stable dividend rate 

3. Adequacy of surplus 


5. Policy Outline for Typical Business Enterprise (Continu 
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Some executives have a tendency to become involved in methods and 

w 

procedures to the exclusion of policies, whereas others have just the 
opposite tendency; for effective administration it is desirable, of course, 
that both policies and methods receive ample consideration. Also, the 
distinction between policies and methods is sometimes helpful in the 
process of delegation, as Mnll be explained in Chapter 10. 

This distinction is useful but not fundamental, since what is policy 
and what is method depends upon the position from which the opera¬ 
tion is viewed. For instance, the board of directors may regard the 
choice of advertising media as “method” of sales promotion, but to the 
sales manager the use of daily newspapers is a basic “policy”; similarly 
the choice of type font is “method” to the sales manager, but may be 
“policy” to the layout man. From any given point of view, however, 
policy is clearly much broader in scope than either method or 
procedure. 

While in common usage “methods” and “procedures” are fre¬ 
quently used interchangeably, in the present study “procedure” will 
imply a series of steps, often taken by different individuals, whereas 
“method” is concerned only with a single operation or work place. 

In many types of business activity it is highly important to be sure 
that certain steps are taken and that the work is done accurately. Con¬ 
sequently, a detailed standing plan—in army parlance “standing 
operating procedure,” or just “S.O.P.”—is established. One bank, for 
example, has established the following standard procedure for the cut¬ 
ting of coupons on bonds that it holds for its own account or for 
customers’ accounts: 

A list, called “Withdrawal of Securities” is prepared from the Cross 
Index record of bonds. The customers’ names, quantity and title of 
bonds that have coupons attached, falling due in the next period, are 
listed. Coupon envelopes are prepared, as well as ownership certifi¬ 
cates (see Coupon Dept.). The coupon envelopes are prepared from 
the Collateral Loan cards and Safekeeping Book, thus acting as a check 
against the Cross Inde.x Record. The securities are then withdrawn 
from the Vault and Collateral Truck by an officer and clerk, counted 
and checked to the list, the list signed by both representatives of the 
bank. The officer retains this list of securities. After the coupons are 
detached, counted and placed in the enveligjes, the securities are again 
returned to their respective compartments in the Vault and the cus¬ 
tomers’ accounts, in which case, duplicate credit slips are executed. 
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Outline of Job Analysis Procedure 

A. Preliminary Arrangements 

1. Conference to outline job study held with member of the Job 
Evaluation Policy Committee, Chief Job Analyst, Department Head, 
Supervisors, Section or Unit Heads. Copy of “Preparation of the 
Job Description” given to Department Head. 

2. Distribution of Supervisor’s and Individual Job Questionnaires by 
Department Head. 

3. (a) Oudine of the functions and of the work of the Department or 

Division presented to Analysts by Department Head or Super¬ 
visor. ^ 

(b) Preparation of flow-of-work and organization charts by De¬ 
partment Head or Supervisor, 

4. List of jobs and employees prepared by Department Head for the 
Committee. 

B. Analysis of Questionnaires and Assignment of Work 

1. Completed questionnaires returned by employees, checked against 
list of jobs and emolovees by secretary. 

2. Supervisor s and Individual Job Questionnaires collated by secretary. 

3. Clerks to be interviewed selected by Chief Job Analyst on the fol¬ 
lowing basis: 

Jobs with one to four clerks—one interview 
Jobs with five to nine clerks—two interviews 
Jobs with ten or more clerks—three interviews 

4. Schedule for interviews by Chief Job Analyst, showing daily assign- 

ments for ea^ Analyst. For Department Head, Supervisor, Section 

Head, Unit Head or other unusual jobs, two analysts conduct the 
interview. 

^ questionnaires distributed by secretary to Analysts for 

C. Preparation of Job Descriptions 

1. Analysts conduct interviews, take notes, and write job descriptions 

in preliminary form. ’ 

2. Preliminary job descriptions distributed among other Analysts for 

criticism. ^ 

3. Job descriptions edited and checked for factual content, relation- 
ship to other jobs, and supervisory relationship by Analyst 

4. Job titles approved by Assistant Personnel Officer. * 

5. Job descriptions reviewed by Chief Job Analyst 

6. Job descriptions typed in final form by secretary' or typist. 

D. Approval 

1. Job descriptions submitted by Chief Job Analyst to Officer De 

partment Head, or Supervisor for approval. ^ er, ue- 

2. Approved descriptions filed by secretary with interviewers’ notes 

evaluations. Questionnaires also filed 
in permanent record. mca 


Figure 6. Example of Standard Procedure. 
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One copy represents the credit to the account, and the other serves as 
a mailed notice to the customer. 

A standard procedure should make sure that pertinent information 
flows to the people needing such data, and that each person involved 
in the process understands just what he is to do. The outline in Figure 
6 of the job analysis procedure used by one enterprise emphasizes this 
aspect of procedures. Careful observance of these steps assures that 
the right persons take part in preparing each job description, that facts 
are assembled from several sources, and that the final document is 
reviewed by key operating and staff men. By making such steps 
established routine, the task of administration is significantly simplified. 

Many procedures call for the transfer of information in written 
form. When this is so, the preparation of standard forms to be used 
is an essential aspect of the procedure. No end of confusion would 
result from the practice of recording information on sheets of paper 
of different sizes, to say nothing of the organization of the information 
on the paper. A well-designed form with lines for all of the essential 
information facilitates accuracy and completeness of information, 
permits rapid use, and also standardizes the record storage facilities. 

Standard methods 

Standard methods have received considerable attention, especially 
in manufacturing enterprises, ever since Frederick Taylor and his 
associates insisted that there was “one best way” to perform any 
operation. Much study may be necessary to ascertain just what the best 
method is, and management has a responsibility for maintaining 
standard operating conditions and for training the workers. Once 
these conditions are met, however, each worker performing the opera¬ 
tion is expected to do it in accordance with the approved method. The 
net result usually is a substantial improvement in efficiency. There are 
also collateral benefits in making planning and control significantly 
easier. The description of a standard method for a simple operation is 

given in Figure 7. 

The use of a standard method contributes not only to the efficiency 
but often to the quality of work and the uniformity of the produce 
produced. For instance, the larger commercial laundries do not permit 
the girls ironing shirts to follow any method they choose. The pare of 
the shirt that may be run through a mangle and those that must be 
hand-ironed are carefully specified, as is the way in which each of 
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STANDARD RATE AND METHOD AUTHORITY 

AMERICAN GREETING PUBLISHERS. INC, 
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Figure 7. 


Description of a Standard Method. Source: Modern Manacc- 

me7it, October, 1949, page 24. * 

these operations is done. Likewise, the folding and the wrapping of 

he shirt IS standardized. If each presser were permitted to follow^hcr 

own mchnanons m handling the work, some shirts would be done 

with meticulous care while others would come through with wrinkled 

collars and buttons off; the customer would be particularly aware of 

the variations in quality because some shirts would be folded one wav 

and others another way. Obviously, the laundry attempts to establish 

a standard method that will give quality of product consistent with ip 
pricing and customer poUcies. ™ 
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Although standard iuetli<»ds have been developed in the most detail 
and applied most extensively in production operations, the general 
concept is applicable to some degree in every fieUI of purposeful 

activity. Thus, the retail store that accepts teleplume firders for its 

merchandise may well standardize (I) the convcrs.iri«)n of the order- 
taker, at least to the extent of the expressions used in answering the 
phone, closing the conversation. i]uoting prices, suirgcsting substitu- 
tion.s, and the like, (2) order writing, including the wav the pad is 
held, the type of pencil used, the inserting of carbons, the tearins^ out 
of completed orders, and the order fomi itself. (3) checking prices 
and inventory on hand, often through the use of stock lists fullv 

indexed for ready reference. When such methods are carefully 

•r 0 

developed and a salesperson is properly selected and trained, the time 
required to handle a call often can be cut in half; moreover, the 
customers receive more satisfactory service and the amount of sales 

m 

per call is increased. Contrast this with the results when the sales¬ 
persons are permitted to take telephone orders on a ‘Vatch as catch 
can” basis. 

Integration of standing plans 

The standing plans of any single enterprise are inevitably related 
to one another and care should be exercised to see that the plans are 
properly integrated. 

As with single-use plans, there is a hierarchy aspect about standing 
plans. This is reflected in the fairly common division of policies into 
basic, general, and departmental. Again it is indicated in the concept 
that policies are general plans of action, whereas methods and pro¬ 
cedures cover the particular manner in which these policies will be 
executed. 

This idea of status among the standing plans was clearly indicated 
when a large oil company decided that the purchase of crude oil in 
the field w'as an expensive wav to acquire control over raw material 
and that in the future the company would also engage in scientific 
prospecting. The basic policy to engage in prospecting led to the 
adoption of a number of subsidiarx” policies, such as the geographical 
limits within which the company will support exploration, the use of 
seismograph technique in seeking new fields, the encouragement of 
joint ventures with other oil companies when drilling exploratory’ 
wells, and the practice of employing geologists familiar with a particu¬ 
lar locality’ when leasing or drilling in that area is under consideration. 
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Th«e subsidiary policies, in turn, led to the adoption of some standard 

methoas. For example, the seisomograph crews have a standard routine 
they follow when “shooting” a given area. 

Clearly whenever such a hierarchy of standing plans exists, the 

broader t e p an the more dominant it is, and any other plan directly 

subordinate to it contributes toward the achievement of the broader 

course of action. This does not mean, however, that every broad 

policy will necessarily have a whole group of subordinate standing 

plans, because the subordinate activities may not be repetitive enough 
to justify this type of planning. ^ 

Entirely aside from any concept of relative status or hierarchy, the 
standing plans should be consistent one with another. For instance a 
rnanagement consulting firm that seeks work from a large number 
of small c^panies should make sure that its standing plans dovetail 
together The services will probably be somewhat standardized in 
order to lower costs and fees; several offices in different centers will be 
nee ed to gam ready access to small businesses; considerable decentral¬ 
ization of authority will be necessary; the length and expense of staff 
training will have to be kept low; and so forth. These personnel 
policies, organization and location plans, and standardization of serv¬ 
ices htinto an over-all concept of operation. Without such consistency 
among plans, inefficiency-if not outright conflict-is likely to develop. 

urthermore, single-use plans must be integrated with standing 
plans, inasmuch as programs, projects, and schedules typically are 
prepared on the assumption that standing plans will continue in effect. 

mp A ^ of a program for new woodworking equip- 

ment, described briefly at the beginning of this chapter, was don^e 

nrodli^rr-^^^ existing policy with respect to personnel, 

P ion technique, finance, and organization structure. Likewise 

e new program assumed the continuance of the established methods 

^ machme operation and procedures for procurement and accounting 

^ woodworking program could utilize the existing 

acrlt- integration of the program into over-all company 

rhp Nevertheless, care was necessary to make sure that 

wiJrT appropriate, since it would have been much 

stanL ^ exception for the program or to modify a 

T g plan Itself than to jeopardize the new undertaking. 

^ standing plan or a single-use plan, while it is often the 

as p n ° study and discussion by itself, must be considered 

^ ^ part of the 4.1___•_ 


^ ^ part of the total plans of the enterprise. 
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Advantages of using standing plans 

Most administrators recognize that policies and standard methods 
and procedures have a place in management planning, but the practical 
questions are: When should they be used? How specific and detailed 
should they be? The answers to these questions rest on a careful con¬ 
sideration of the advantages and disadvantages of standing plans as 
they apply to the specific situation. Among the benefits that an admin¬ 
istrator may expect to obtain from the use of standing plans are the 

following: 

1. Executive effort is economized. Once the standing plan is 
established it is unnecessary for the executive to redecide the same 
issue. The plan is applicable, of course, only under a given set of 
conditions. Someone must ascertain that these conditions prevail in 
the case at hand, but if this is true no further decision by the executive 
is required. Moreover, less time is needed for instructions and explana¬ 
tions of what is to be done. 

2. Delegation of authority to act is greatly facilitated. Often the 
“exception principle ” is utilized, under which subordinates are 
expected to proceed with action so long as the situation is covered 
by standing plans, but when exceptional problems arise to bring these 
to the attention of the supervisor. If this arrangement is carefully 
observed, an administrator can maintain close control over a large 
volume of operations with relative ease. He knows that consistent 
action is being taken on similar cases; he can predict what the action 
will be; and he knows that the action is in accordance with his best 

judgment. 

3. Widespread use of “the one best way” is possible. If an operation 
is to be repeated a large number of times, considerable effort to 
ascertain the most efficient way of performing it is warranted. And, 
having discovered this method, it is made standard practice for all 
those who perform that activity. It is quite possible, of course, to have 
standing plans that are far from the most efficient; this is likely to 
happen when plans are not currently adjusted to changing conditions 
or when traditional behavior is adopted as the standard without criucaJ 
examination. In such cases, the other advantages of standing plans are 
still obtainable, but a significant source of economy is being over¬ 
looked. 
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4. Significant personnel economies are possible. The establishment 
of standing plans for a large part of the duties of a given position make 
It possible to fill such positions with persons of less experience and all¬ 
round ability than would be needed if the encumbent made the plans 
himself. The training of persons to fill such positions is made easier by 
the existence of recognized policies and procedures, and the transfer 

o employees from one position to another in the same organization is 
likewise eased. 

5 Control is made easier. Standing plans, especially standard 
methods and procedures, lead to uniformity of action, and it is possible 
to est^hsh relatively definite performance standards for such activities. 

^ j- of activities is greatly aided by a preliminary 

coordination of plans. The clear statement of both single-use and 
standing plans permits a check of one with another, and opens the 
way for greater consistency and synchronization 


Summary 

Good planning depends in part upon choosing the best forms or 
types of plans for the specific operation. There are several types that 
s ou e part of the “kit of tools” of every executive. He should 
now t e nature, benefiK, and limitations of each type of plan so that 
he can be adept and flexible in laying out his work. 

Operating plans fall into nvo broad groups, single-use and standing 

programs, projects, detailed 

overtnd ’ Standing plans, which are used 

01 er and over again, include policies, organization structure, standard 

procedures, and standard methods. In both groups there are broad 

pUns “wring a wide range of activities and often a long period of 

vidual for a short interval, 

in KrareTxhl operating plans is indicated, along with goals, 

can be adapted to many managerial jobs. ^ ^ & at 

In addition to the selection of the oroner rvnpQ nf u 

dve should seek inugrauon of his pK^^v! ilt 

ordinate to and within the limits of the broader, con^Zrp 
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This does not necessarily mean that all detailed planning should be 
deferred until broad plans are settled, nor does it dictate the degree 
of centralization in the organization; but whatever the sequence or 
place of their preparation a sound relationship between the plans 

should be secured. 
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Figure 8. Types of Administrative Plans. This concept of plans may 
be adapted to any administrative unit, that is, to an entire enterprise, a 

department, or a small section. 

A number of benefits resulting from the advance preparation of 
operating plans have been stressed. Among these are; (1) Integrated 
and purposeful action is more readily achieved. (2) Crises can be 
anticipated and delays avoided. (3) More efficient methods and pro¬ 
cedures can be developed, especially for standing plans which will be 
used time and again. (4) Delegation of authority to act is facilitated. 
(5) The groundwork for control standards is laid. (6) Executive 
effort is economized where standing plans can be used. (7) Coordina¬ 
tion of activities is aided by preliminary coordination of plans. 

But, thus far we have looked at only the positive side of the picture. 
There remain two very practical aspects of planning to be examined: 

(1) the factors that limit the period and detail in which it pays to plan, 
and (2) the techniques to use to arrive at wise planning decisions. 
After these issues have been considered in the next four chapters, 
we will be ready to move on into matters of organization and other 

steps necessary to carry out the plans. 
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to be undertaken for long periods in advance? Is there anything that 
an administrator desiring to secure the benefits of planning can do to 
at least partially overcome these limiting factors? It is to the answers 
to these questions that we now turn our attention. 


Relubility of Forecasts 


Need for accurate forecasts 

Most business plans are based on a whole set of assumed conditions— 

■ a a raw material supply, governmental controls, 

available personnel, operating efficiencies, competitors’ behavior, price 

levels, and numerous other factors. A plan is useful only as long as the 

assumptions on which it is based prove substantially correct. An 

engineer dealing with inanimate materials can predict their behavior 

with considerable, though not complete, accuracy. A military com- 

man er bases his campaign on a great mass of data secured by his 

mtelhgence division. Many of the assumptions of the administrator, 

however, deal with social conditions and human behavior, which are 

to a large degree unpredictable. If the operating conditions change 

significantly, the plans lose much of their value. To the extent that 

uture conditions cannot be reliably forecast, the usefulness of plan- 
nmg may be questioned. ^ 

DendenToirrn ^ of the American Inde- 

all of ns stockholders were domestic oil companies th roperred 

atetr/the d'r K immedh 

ately for the distribution of the crude oil that was to be secured fmm 

thts concession. While h was probable that oil would be produced 

available for the stockholde^Lt; rfntim the 

grades of crude oil needed by the various Unite^WreT “ 

might change and plans made when the concession T 

have no particular value when the oil became available Tn f ” ““h'^ 
before even test wells could be drilled made the nla^ overcome 

tion, well-drilling, and transportation premat^e « thrie 

cession was obtained. ^ ure at the time the con- 
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Accurate forecasting may be difficult for an established enterprise 
in a purely domestic situation. Few retail stores, for example, feel 
confident enough of their ability to predict consumer demand, supply 
conditions, and other market factors to make detailed advertising plans 
three months ahead. The broad characteristics of the advertising 
campaign may be mapped out, but the items to be featured, the stress 
to be laid on price, the attempt to counteract competitors’ advertising 
are all so unpredictable that the actual copy is prepared only a few 
weeks in advance of its publication. Such unpredictability is charac¬ 
teristic of many areas of human activity. 



Figure 9. Effect of Time on Accuracy ot Forecasts. 


The reliability of most forecasts diminishes rapidly as they are pro¬ 
jected further into the future. Wage rates, material prices, nature of 
competition, and many other things normally may be predicted with 
reasonable confidence for two or three months; it is possible to make 
a really informal guess about them for a year hence; but a forecast 
for three or four years is hazardous and must be couched in terms of 
general trends. Except for a few things like the weather, which may 
be predicted more accurately for a month than for any particular 
day in that month, the longer the period covered by the predicnon, 
the more likely are unanticipated events to upset the calculations. This 
inverse relationship between time and accuracy of forecasts is dia¬ 
grammed in Figure 9. 
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The eroding effect of time on predictability is one of the primary 
reasons why it is practical to plan in considerable detail for activities 
in the relatively near future, but impractical to make detailed plans for 
several years in advance. Moreover, if we **wait and see how things 
work out we have that much additional information upon which to 
make our forecasts for a subsequent period. 


Overcoming unreliable forecasts 

Administrators who wish to enjoy the benefits of planning can at 
least partially overcome the limits imposed by unreliable forecasting 
in two ways. First, they may make studied attempts to miprove their 
forecasts. Thousands of companies subscribe to one or more forecast¬ 


ing services or employ some economic consultant to advise them. 
Many companies have made great strides in the compilation of data 
upon which to base predictions; for example, the automobile com¬ 
panies receive from week to week the sales, automobiles on hand used 
car prices, and other market information from all of their d’ealers 
t roughout the country. Several of the larger companies have a sepa¬ 
rate ivision whose sole mission is to prepare business forecasts. Of 
course if the uncertainty relates to internal conditions, forecasting 

can o ten be improved by exercising closer control-as will be dis¬ 
cussed in later paragraphs. 

A second way to deal with unreliable predictions is to detour 
around the areas of greatest uncertainty. For instance, if securing an 
objecnve w.th.n a definite time is of sufficient importance, as it often 

startedalternative programs may be developed and 

then, when it becomes apparent wbat the operat- 
ng condmons actually will be, the most effective alternatfve is 

o rlTvT T' ^ economical to 

enterprises the pressure for economy dictates that a single course be 
oUowed even though it is admittedly more risky “ 

hedviL^T be counteracted by 

be offsft hv"* **’ “S operations so that losses in one area wiU 

liWl^nly to protection against price changes for k S 

.-“y be partly 

that are ,„„e eUikely to oec„;, aTSeTe catasuEphe^ 

, a nence are not covered m the regular planning. 
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number of commodities; the general principle, hou'ever, is sometimes 
applicable in other situations, such as offering two or more styles of 
products with the expectation that if one does not appeal to customers 
the other will, or locating plants both in the United States and abroad 
so as to be able to serve the foreign market regardless of the changes in 
foreign exchange rates. 

The most common way to detour around unreliable forecasts is to 
separate those parts of the operation that will not be affected by the 

uncertain factor—volume, style, weather, or whatever it may be—and 

^ * 

then making a tentative plan for the remaining segment in considerable 
detail. When the uncertain factor is finally settled, it is, relatively, a 
simple job to pull the various parts of the program together. It is 
quite possible, for example, to do the design work and develop engi¬ 
neering specifications for a product before it is practical to decide 
when, and perhaps in what plant, it wdll be produced. Many an 
advertising campaign has been mapped out, copy prepared, media 
selected, and all completed except for the timing which depended 
upon factors difficult to appraise when the planning was initiated. 

These means of overcoming unreliable forecasts are at best only 
partial remedies. Improved forecasting technique may push forward 
the time span of confidence, but the practical limits are soon reached 
for most enterprises. The detours around unpredictable elements are 
only applicable in certain circumstances, and even then apply only to 
pari of the operations of the enterprise. Consequently, the inability to 
forecast accurately remains one of the factors that limit the period 
and the detail in wffiich planning is practical. 

Recurrence of Similar Problems 

Repetitive operations essential to standing plans 

Standing plans by their very nature are useful only to the extent 
that an operating situation is repeated again and again. They are not 
well suited to such things as the negotiation of a labor agreement, the 
tearing down of an old building, or the manufacture of an experi¬ 
mental airplane. The special needs of specific customers, personnel, 
equipment, competition, and the like may justify special treatment. 
It may be that such a large part of the activities under the direction of 
an executive deal with these special situations that standing plans have 
very limited use to him; the activities in question may be rarely 
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repeated, if at all, or the situation in which they take place may be so 
dynamic that each problem calls for its own treatment. Single-use 
plans and goals may, of course, be used to considerable advantage, but 
standing plans appear to be ruled out under such conditions. 

Seek out and maintain standard operations 

The administrative job is tougher if, because of an ever-changing 
operating situation, standing plans cannot be used. Standing plans are 
an impormt device for relieving the pressure on an executive and for 
securing efficiency in operation. It is natural, therefore, that an execu¬ 
tive should seek to obtain at least some of these benefits, even though 
the activities seem to call for individualized treatment. Two important 
ways in which this may be accomplished are: (1) isolating repetitive 
aspects of the situation and standardizing the treatment of these, and 

piesem"'™ situation so that greater repetitiveness is 

Many operations that vary from one time to another in certain 

woumT‘”'“ ■ in other respects. While it 

would be a mistake to attempt to use standing plans for the entire 

it'^LTf ten *'l! ”'*^1 for of it. For example, 

It IS often true that policies can be established to advantage even 

though more detailed standard methods may be inappropriare Thus 

a company may have policies with respect to the sk^ locSn ^nd 

type of customer it will solicit and the basic sales appeals it wUl’ use 

standSed p«h Zt an^ZTove/"™th"''” ™ 

r,,. ^ , employee in the maintenance deoartmpnr 

paying irsTLtk isTra' '’igher- 

of policL a desirable ^ 

standardized'’ For'’ ellmpfe Jn the' wiiF^ ^ f '^y 

physical handling of dLiay maS orT^ ““'“r 

present daily report on calls made may be standwTd'izfd ° h "”'1' 
most of the selling activity is left to the discretion ^f ^l’ 

:;^aS:gta'’c,::n:s,^^^^^^^^^^ ‘W S^t wa? 

-ons of the parts being made and the^nal'XVthat'wm'be 
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assembled. In fact, careful analysis shows that a great many operations 
have repetitive aspects about them and the operators will develop 
customary and habitual methods of performing these aspects even 
though the executives of the department take no initiative in the 
matter. So, the area over which the concept of standing plans may be 
applied beneficially is much wider than appears at first glance. 

Another way the administrator mav increase the applicability of 
standing plans is to deliberately regulate the operating situation 
so that conditions will remain approximately the same each time an 
operation is performed. This was an essential feature of Frederick 
Taylor’s Shop Management, for he laid great stress on uniformity of 
raw materials, maintenance of tools and equipment in top operating 
condition, avoidance of waiting for materials or new work assignment, 
and objective standards of satisfactory work. As long as these things 
were permitted to vary, it was difficult and unreasonable to insist on 
standard methods and standard output time, but once management 
brought them under control the use of standard methods became very 

practical. 

Similar actions designed to create stability and uniformity in operat¬ 
ing conditions are possible in a variety of activities. The insistence on 
the use of standard forms and procedures throughout an enterprise 
makes it possible to routinize a great deal of the work of the accountnig 
department. The adoption of recognized material specifications and 
establishment of a material requisition procedure permits a certain 
degree of standardized procedure within the purchasing department. 

This standardization, however, is very largely confined to activities 
within the enterprise. When dealing with outsiders, such as customers, 
vendors, or trade association officials, such control is much more diffi¬ 
cult and the enterprise must adapt itself to the wide variety of situa¬ 
tions that naturally arise. 

And so, in dealing with the lack of recurrence of similar conditions, 
the administrator can extend the limits of practical planning to some 
extent. He may seek out repetitive aspects of what appear to be 
different operations, and he may be able to establish some uniformity 
of working conditions at least within the four walls of the company. 
Nevertheless, every administrative situation is more or less dynamic 
and most external factors are not subject to managerial control; to the 
extent that this is true we find a very real limitation on the use or 

standing plans. 
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Tfndfvcv Toward Inflexibilmy 

Rcluaance lo thange 

of advanced plans tends to make administration 
indexible; the more detailed and widespread the plans the greater the 
inflexibilit). Theoretically this need nor be so, for the man who makes 
the plans ob\it/iisIv has the right to nuadify them; the tendency exists 
e crrheless. In a large chemical company, for example, a new manage¬ 
ment placed great stress on laying out general programs for at least 
a year m advance and very sfm*ific pnagrams for a six months’ period. 

ns u >r "cd \ erx \\ ell until there was a sudden downturn in the 
pntes o chemical products to which the companv made relarivelv 
slow adiustmenr. Perhaps the detail of the plans imde the executive 
cel too se^re and thus inattentive to changes in marketing conditions- 
no doubt there was a tendenc>-. having once prepared a plan, to “make’ 
It uork. L<K,kmg back on the exjacrience. a number of the executives 
reel that their enthusiasm for planning seriouslv interfered with the 
rcjdjusrment and cosr the compans- thousands of dollars. 

I hss IS no isolated case . 


, ^ inflexibilirx’. Anv college professor who 

as V.uglu to hjve J chingc in.idc in the schedule of courses or the 

^ment of r.u.tm once these plans have been completed is fully 

shoo f,"re reasons. A 

likewis. r ' l' '**’ “ r'ourse of action is 

pr,'iua ■" »''r-'her 

lilts mflexihility is partly a psycholof^ical reluctance to chanitc a 
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he modified. loss of face when first guesses have to 
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2. wise course; such good judgment and self-discipline, however, are 
not always achieved. Chester I. Barnard, formerly president of New 
Jersey Bell Telephone Company, has observed in this connection: 

The fine art of executive decision consists in not deciding questions that are 
not pertinent, in not deciding prematurelv, in not making decisions that cannot 
be effective, and in not making decisions that others should make.® 

Standing plans are often more inflexible than the single-use plans 
just discussed. The inflexibility of military and governmental pro¬ 
cedures is all too prevalent; many an officer has put through an action 
he knew was not best rather than run the gamut of an exception. The 
author remembers sitting for three hours in the office of a trust 
company while the officials of that renowned institution and the 
Philadelphia Electric Company quibbled ov^er who would modify 
their customary procedure so as to permit the installation of an 
electric range (in which neither of them had any financial interest), 
and the reader can undoubtedly supply his own grotesque examples 
of red tape interfering with effective action. 

Standing plans soon take on the aspects of habit and tradition, and 
for ease of supervision it is desirable that they should. Still, as any 
reformer knows, people are loath to change their customary manner 
of behavior unless present conditions are clearly unsatisfactory and/or 
the proposed change offers definite benefits. This natural conservatism 
of both executives and operators means that there is an ever-present 
danger that standing plans will be outmoded and that exceptions will 

be made reluctantly. 

Revising plans 

There are a number of things the executive can do to counteract 
this tendency toward inflexibility. He can make provision for regular 
review of existing plans for the purpose of changing them as may be 
necessary in light of experience and the current situation. He can 
provide for exceptions to the standing plan, perhaps by authorizing 
the man on the firing line to make such exceptions and report the 
reason therefor later, or at least by providing for ready access to some 
person authorized to make such exceptions. Finally, he can try to 
create a psychological attitude that favors adaptation rather than 
inflexibility. This attitude is, in part, a willingness to make changes, but 
perhaps more important it is a stressing of objectives and goals so that 


8 The Functions of the Executive, Harvard University Press, 19?H, page I'M. 
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members of the organization will accept and even urge a change 
when a particular plan is not furthering the purpose of the enterprise. 

It should be clear that revisions and e.xceptions detract from the 
benefits of planning, and if they are too numerous it is entirely 
possible to reach a point where planning is “a lot of work and nobody 

o lows it anyhow. The longer the duration and the more detailed the 

plan, the more likely are revisions and exceptions to be necessary. And 

there is always the very real danger that inflexibility rather than 

exceptions will dominate. Some degree of inflexibility 'is part of the 

price of planning, and the administrator must decide at what point 
the price becomes greater than the benefit. 


Expense of Planning 


Balancing expense and benefits 

Planning is expensive and the advantages may not warrant the 
required expenditure. Well-developed plans usually call for con- 
si erable gathering and analysis of facts, exchange of ideas by operat- 

wfi attention by the top administtator. If the plans 

wUI have to be revised later, or if the activity studied is not C 

“s'’r"otl,^ waj^ -.night better be spent 

Since standing plans are intended for repeated use, it often navs to 
carry them into much greater detail than is justifi;d for single u“ 

p ns. For example, pipe-fitting in ship construction is essentiallv in 
unplanned activity. It would be possible through de iW 0^0 anil 

asr; r“i”" 

applicable to another. In this situation^the cost of nli 

outweigh the benefits secured and it is almnc *^''**?^ would far 

tely on skilled pipe fitters to Isu^'^raX^Z' 

ates devoted years of work and used up thousands ^ 
m determining methods to be follotJ^d in machi^ sho^ 1 '"'u*' 

studies could be used over and over avam anfrf '' 

" the economies obtained 
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from these repeated operations soon paid for the high expense of the 
original study. Generally, the cost of preparing plans does not increase 
proportionately with the expansion of an activity, so the volume of 
repetitive work is a significant factor in appraising expense. 

The expense of preparing plans and the benefits derived from their 
use, though very real, are both difficult to measure. Consequently, 
considerable judgment is required in deciding when planning no 
longer pays its way. The expense of special planning departments such 
as engineering, market research, or production methods can, of course, 
be isolated, but as a general rule in business establishments the total 
expense of these departments can be justified if their work is effec¬ 
tively utilized by operating personnel. It is the time and energy that 
the operating personnel devote to planning that is hard to measure 
expense-wise. As planning is pushed farther ahead in time and further 
down in detail, a point is reached where these executives might better 
be devoting their time to some other administrative activity. 

This balancing of expense and benefits of planning should be done 
on an “incremental” basis. Just because engineering, for example, is 
essential to good operations does not mean the time and expense 
devoted to engineering should be unlimited. Instead, the pertinent 
question is whether the additional (incremental) expense of more 
engineering will be greater or less than the additional benefits secured. 


Time Required 

Speed versus accuracy 

Planning is time-consuming, and under some circumstances prompt 
action is more important than the advantages of advance planning. The 
influence of the time available on the detail to which planning was 
carried was dramatically illustrated in World War II; first in the 
retreat from Dunkirk and second in the invasion of Normandy. W hen 
time is of the essence as it was at Dunkirk, detailed planning often goes 
in the discard. There are likewise occasions in business when prompt 
action following a change in operating conditions or receipt of 
additional information is more important than detailed planning. In 
a competitive market situation, in emergencies, in the process of 
negotiations and similar situations there may be little doubt that careful 
planning would improve the decision, but the fact that action taken a 
week or a month hence would be too late makes such planning 

impossible. 
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The need for pnjmpr action b nor a limirinji factor, of course, or 

standing plans, es'cn riiough a week or a month niav be required tc 

prepare them, they w ill still be useful the follou'in^ month and tht 
next and the nett, 

Aiiiicipating emergencies 

Although emergencies and other needs for prompt action cannot 

l*e avoided, the tseanive need not sit back and wait for the lightning 

’ j strike. It I’uv be possible for him to predict, say, a month in advance 

that there is a fifty-fifty chance that the emergency will occur; then 

J the matter is serioos enough he can prepare tentative plans to be put 

m ciTet't when and if they arc needed. If the emergency does not 

occur, the expense of preparing the tentative plans is"regarded as an 
insurance premium. 

Ancither approach is to develop pilicics. standard methods, and 
procedurts that may tie quickly brought into effect at the appropriate 
rifBc. .Not only fire deparrments and hospitals, bur also many com- 

pan« faced with irregular demand for their product or calls for 

special customer serx icc. arc se t up to operate on this b.-i^Jc TK,. 
tivr tae^ u 
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their training, the pay they will receiv’^e, the disciplinary action that 
may be taken, the checking on quality, the safety measures to be 
followed, the reasons for unfavorable costs, and the steps to be taken 
to correct them are now, it is contended, all decided by someone else. 
The planners, so runs the argument, have taken over and there is 
virtually nothing left to the judgment and initiative of the foreman, 
let alone the operator himself. 

It will be noted that the fundamental issue is, who does the planning, 
the worker and the foreman or someone else? This is a matter of 
organization and will be discussed in more detail in later chapters. It is 
generally true, however, that with the increasing emphasis on better 
planning there has been a tendency to shift some of the planning work 
to special planning divisions and to establish policies, programs, and 
standard procedure, all of which tend to circumscribe the discretion 
of the man on the firing line. Thus, it usually is true that with more 
extensive planning a large group of employees have less freedom in 
the exercise of their own judgment. Conformity, rather than original¬ 
ity, is expected of them. This restriction on initiative tends to snuff 
out the creative spark that is so essential in successful enterprise, and 
it also has a bad effect on morale. 

Participation in planning 

What can the executive do to overcome this disadvantage of exten¬ 
sive planning? First, it is desirable and in some situations essential, that 
the man on the firing line be consulted regarding many of the deci¬ 
sions affecting his "work. He has intimate knowledge of operating con¬ 
ditions that both the planning division and the higher executive lack. 
Consequently, it is wise practice, and an increasingly prevalent one, 
to seek the ideas and opinions of the people who have to carry out the 
plans. Second, special care can be taken to identify those individuals 
who have initiative, originality, and sound judgment and then transfer 
those people to spots where these abilities can be used. Emphasis on 
planning, and the establishment of special planning divisions, has in¬ 
creased the number of positions where just such talents are needed. 

Extensive planning does affect the opportunities for individuals who 
demonstrate initiative. However, if steps such as those just suggested 
are taken, this can be a change in where and how initiative is expressed 
rather than a reduction in opportunity. Consequently, it is doubtful 
if the administrator should fail to undertake extensive planning be- 
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cause of the effect upon individual initiative. Instead, he should take 
steps to make sure that the effect is not undesirable. 


Summary 

^^3n exist without some planning. The real question 

nLn ■’! ahead and in what detail should 

planning be carried.? 

The chief limits on the extent of planning are: (1) inability to fore- 

toward^inflex hT " repetitive operations, (3) tendency 

for nlanninff h planning, and (5) time required 

iriCT K j Suggested for overcoming these limit- 

a point wdi h^ effective at best, and 

These limitan-r^ further planning is not “worth the salt.” 

benefits that can be expected. The chief benefits of using different 
types o p ans have already been discussed in the preceding chapters 

mng worked out n a specific company will be described. Followina 
this review, we will turn to the question of how man - ° ® 

may best be made. 
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PATl'ERNS OF PLANNINC; IN AN ENTERPRISE 


Need for balance 

There is no formula to tell an administrator how far ahead and in 
what detail to plan the activities under his direction, nor will there be 
a single answer that will applv throughout an enterprise. Instead, for 
each activity various tA'pes of plans that might be helpful should be 
recognized, the limits that have just been discussed should be carefully 
appraised and weighed against the benefits that can be e.vpected from 

the e.xtensive use of each type of plan. 

Thus, we should expect that some companies or departments will 

lay great stress on standard methods and procedures and on output 
standards because of the repetitive nature of their operations; in other 
departments perhaps it will be more important to make long-range 
plans and to carefully schedule activities because of the unusual im¬ 
portance of being right the first time; and so forth. 

The preceding dfscussion has stressed the benefits and the limita¬ 
tions of various types of plans in order to assist an administrator in 
choosing those that will be useful to him. Figure 10 gives a list of 
questioii^s that will help bring to mind the more common of these 

advantages and disadvantages of different tx'pes of plans. 

Just because the plans‘'for each activity deserve individual con^ 
sideration does not mean, however, that it is desirable to treat eac 
separately. As has been stressed, there is considerable interdependence 
among plans, and it is often necessarx* to move foiAvard on se\jra! 
fronts'" together. For example, detailed scheduling is difficult " ^*out 
output standards, and output standards in turn are not verx* reliable 

unless standard methods have been established. .... 

Piecemeal planning may be a lot better than none at all, but i it is 

not coordinated with other planning then the extent to which it can 

be carried profitably is probably restricted. A single department, for 

instance, may have its ox\-n budget, but if there is no over-all company 
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budgeting, the lack of data regarding related activities will probably 
p ace severe imits on the span of time it will be practical to cover. 

In connection with this matter of interdependence, it is pertinent to 
note the tendency for benefits to accelerate or snowball. Planning in 
one department helps both that department and the related activities: 
the planning of these related activities makes plans for still other work 

dependable; and if the plans are built one upon the 

t er there is a tendency to compound the benefits derived from the 
original planning effort. 

thJrthItf h* ’’'r? on* «pon the other, it is desirable 

that there be a balance m the extent to which each is carried. Thus if 

forccKting difficulties limit the extent of sales planning, there may 

sible m car'rif o T r « 9 ““ P"^- 

wasted effo;^ Th P'^nning to such detail that it is really 

wasted effort when considered m light of the possibilities of refine¬ 
ments in other related phases of planning. He stressed that: 

o/'a'cSiMtiin of measurements but are the result 

complex computation 7 wl “ “,alh ‘^ ?f > more or less 

not waste time in fruitlS^efinemem r„f “ *''« shoo'd 

refinement was not possible for other imp^rmt facmre TTh' 

fectly obvious procedure, that the exerciS* of oo ^ ^his seems a per- 

lead us to follow; but in reality we are not likelv m would always 

a studied attempt to do so.^ ^ kely to follow it unless we make 


Illustrating the varied extent of planning 

spedfic fompTny "m ffiiistrlmS mos'^’’'^''' '’‘“"i!"® “ 

and will oloo ^ mosaic pattern that planning- takes 

ing the e.™nr~“'g » decid- 

The Rocklyn Corporation, which will be used as an ;ii 
telanvely small company with two hundred toXl hTnXd"' “ “ 

president, wh<f f^£ ^ j throughout the United States. The 

of the activities, but in recent yea J“km 

there will not continue to be ‘‘on: IVLtage^ 

» Lectures on Organization, privately printed, pages 25-27. 
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j Key Qitestiojjs Guiding the Extent of Flanning 

I Single-Use Flans (Programs, projects, detailed specifications, schedules, 

and the like). 

1, Will the plan help get the right man at the right place at the right 
time, adequately supplied with instructions, materials and equip¬ 
ment; instead of “too little, too late”? 

2. Will the plan improve coordination of several activities? 

3. W^ill planning lower costs or increase effectiveness of the activit\% 
through (a) anticipating trouble and (b) developing more efficient 
methods? 

4. Will planning ease the load on hard-worked executives by 

(a) permitting more decentralization of authority to act, and 
(b) providing guides for use in control? 

5. To what extent is detailed planning warranted by the reliability of 1 

forecasts of operating conditions? 

6. Will planning in advance lead to unwise commitments? 

7. Will executives continue to be alert to new conditions and quick to 
adapt their actions to them? 

8. Is the activity important enough to warrant formal planning? Will 
the improvement in results be worth more than the added expense 
involved in additional planning? 

9. Is there time for detailed planning, or is prompt action more im¬ 
portant? 

10. Will the planning capitalize on the abilities and ideas of individuals 
throughout the enterprise and build morale? j 

Standing Flans (Policies, standard methods, standard procedures, and 

the like). 

1. Can administrative work be simplified by adoption of plans that will 
be used over and over again? 

2. Will efficiency be improved by intensive study to discover the “one 
best way,” and bv insistence on the use of such standard methods 

I J ^ ^ 

and procedures? 

3. Is uniformity of action important, and will standing plans help to 
achieve it? 

4. Will standing plans ease the load on hard-worked executives by (a) 
permitting more decentralization of authority to act, and (b) pro¬ 
viding an established behavior pattern to use in appraising action 

of subordinates? . . 

5, Will use of standard methods simplify training and permit use ot 

less experienced workers? . -e , a • 

6. Is there sufficient repetition in operations to justify the effort in¬ 
volved in making standing plans? 

7. Can operating conditions be controlled closely enough to make 
detailed standard methods feasible? 

8. Will the expense of preparing the plans and enforcing them more 
than offset the benefits? 


Figure 10. Questions an Executive Should Ask Himself About Planning. 
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Key Questions {Continued^ 

ma°d'e for” promo?'provision be 

needed.? ^ ^ odifications and exceptions when they are 

iStive^'”^'^ """ * bad effect on individual 

Goals ^^b^^cnves, missions, deadlines, performance standards, and the 

* objecrives”^^** focusing efforts of executives toward clear-cut 
^^d sub-Tubgoalsr'^’^^^^ 'dentifying goals, subgoals, 

'' dlvlLpmem o^man^vTS ^^''able by 

ing blo'^ks in progmmmtgf" - build": 

bT'fecogS and curuiled?”"'''^”'^ significantly to basic objectives 

alhiev^ememf be improved by providing standards of 

6. VVill control activities be more reali'sMV o^ri a • , 

rdating planning with control standards” 

g^l? enough to make the 

er|ins'? of'prepartag ?hlmf than the added 

tration wSl result'radier'than"^"* "j''" eonfusion and frus- 

iO. Will the statement oXaM 

preparation and reluctance to change? ^ unwarranted advanced 



Figure 10 {Conthmed). 
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were greatly expanded during the last war, so the company is seeking 
a second product line; but here again the objective will be specializa¬ 
tion and distinctiveness. 

This basic objective has been very helpful as a guide to further 
planning and a means of integrating policies and program. At one time 
or another the production department has urged mass production of 
only the fast-selling items, the sales department has suggested a wider 
variety of products, the treasurer has wanted to be stringent on credit 
terms. But the general objective has brought the various deparnnents 
back into line and has promoted consistency of action. The objective 
also highlights a desirable accomplishment, and the executives of the 
company take considerable pride in the extent to which they have 


achieved it. , 

Policies. Policies also constitute an important part of the company s 

plans. There are general rules regarding the types and location of 

customers that will be solicited, the general level and the frequency of 

price changes, the types of parts or materials that will be purchase 

rather than manufactured, the credit terms that will be granted, the 

sources from which capital will be obtained, and other similar matters. 

These policies save the president and the other executives a great 

deal of time because they do not have to decide similar issues over and 

over again. They are important to the decentralization that has taken 

place, because the president can authorize other executives to priced 

with action knowing that they will follow a path he approves. . ley 

are also helpful in assuring consistency of action, which is particular y 

important when dealing with customers or employees, because each ot 

them resent any favoring of the other man. 

Although general policies exist there is no attempt to set up ^etare 

policies nor to incorporate these standing plans into a manua . or 

Sample, in dealing with employees or dealing with material vendo s 

the company has sought to be flexible, meeting each situation on ic 

enough to call for a clear-cut policy. Inasmuch as this is a relatn ely 
small company where communication benveen the executives i^^ 
formal and prompt and where the executives have time g 
sidcrable attention to individual situations, the absence 

policy has not been serious. m the 

Over-all progra^nming. A third major component of plan ^ o 

Rocklyn cVoration is its budget program. Each year a budget is 
prepared showing month by month the anticipated income a c - 
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picture. Thus, the actual work was deles^atcd to several individuals 
and yet the total effort \\'as coordinated and comprehensive enough to 
lead to a sound decision. ^Vith a few exceptions, such as the installa¬ 
tion of the inventory control plan, the project planning was rarely 
carried beyond the assignment of particular parts to individuals. Map¬ 
ping out in detail just what each person was to do did not o ffer any 
srreat benefits, and in a number of instances would have taken time that 
could be used better in arriving at a deci.sion promptly. 

Standard methods and procedures. The departments of the Rock- 
lyn Corporation differ in the extent to which they use standard 
methods and procedures. In the production department there is a 
standard method for the operation of each of the major pieces of 
equipment. The existence of such standard assures that work will be 
performed with reasonable efficiency; it is possible to establish output 
standards, and quality is generally maintained; also the existence of a 
standard method makes the training of new employees easy. 

It is perhaps significant, however, that these standard methods re¬ 
flect primarily the best-known industrial practice and are not the 
result of detailed motion study by Rocklyn Corporation itself. Con¬ 
sequently, the standard method is not as specific as is found in some 
shops. Executives of the Rocklyn Corporation point out that a con¬ 
siderable part of the work is paced by existing machinery, so that 
detailed motion study would increase output by a relatively small 
percentage; in addition, there are few operators performing any single 
job and the expense of a detailed motion study could not be spread 
over a large number of machines or activities. Ideas gleaned from 
equipment manufacturers, trade magazines, and contacts with other 
manufacturers enable the company to keep up with the best practice 
but not to originate a change. 

In the office, standard procedures for accounting and credit work 

have been established, as well as for the receipt and disbursement of 

cash. These procedures assure that the necessary action will be taken 

and that it will be uniform on similar transactions. Also it is possible 

for relatively inexperienced clerks to perform most of the work, even 

though they do not understand the system well enough to handle 

unusual transactions. No attempt has been made to establish standard 

methods for operating office equipment because of the lack of volume 

if any one type of operation. Girls who operate typewriters and 

calcufating machines are presumed to have learned a standard method 

in hicrh sdiool or business college, but the company allows them to 
& 
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follow any method they wish so long as a reasonable amount of work 
is accomplished. 

In the sales department even less attention has been given to standard 
methods and procedures. Most of the sales are made by sales agents 
who often sell two or three other lines of products and are not tech¬ 
nically employees of Rocklyn Corporation. One result of this arrange¬ 
ment is that the company has less control over the activities of its sales 
representatives. Sales techniques that the company would like to make 
standard have been suggested, but recent analysis of the actual prac¬ 
tice indicates that frequently these suggestions are ignored. Until the 
company can devise some better means of controlling the individuals 
concerned there is little point in developing standard selling methods. 



Figure 11 . Pros and Cons of Detailed Planning. 

Detailed tingle-use plans. Production scheduling is the only detailed 

loss of both man hours and machine hours. Therefore, the qLtitj 
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needed of each style and size of product is worked out in advance, 
and then the operations necessary to manufacture those lots are deter¬ 
mined. With these data in hand, work is assigned to individual 
machines for approximately a month in advance. Tf some particular 
job lot is delayed or if a rush order is received, the schedule must, of 
course, be adjusted, but this can be done with some knowledge of its 
effect on other work that is already' scheduled. As a result of this 
detailed planning most delays can be avoided, the personnel needed to 
operate the equipment can be scheduled in advance, and plans made 
for either layoffs or special maintenance work during the slack time. 
This careful scheduling also reduces the inventories that need be on 
hand in order to insure prompt deliveries to customers. Incidentally, it 
would not be possible to schedule very closely if the company did not 
have output standards based on standard methods. 

There is, of course, considerable planning of nonrepetitive opera¬ 
tions done by various individuals in laying out their owm work, but 
the company has made no systematic effort to influence the extent to 
which this is done. Outside of the shop the work is quite varied and 
the staff relatively small, so the e.xecutives do not feel that it is worth 
their time to plan out just how each individual should perform each 
operation. Instead they allow the employees to use their own initiative, 
and then if supervision indicates that help is needed, informal contacts 

permit suggestions by the executive as the work progresses. 

Goals and performance standards. Clear-cut performance standards 
have been established only for the operating men in the shop. Here 
output standards have been given careful attention, inasmuch as the 
company has an individual and group incentive plan based on a com¬ 
parison of actual output with standard output. These output standards 
are also useful in estimating costs and in production scheduling. In 
addition, there are clearly defined quality standards, which, of course, 
are necessary in view of the company s over-all objective of selling a 

top-quality product. 

Mention has already been made of the budget and of the production 
schedule, which can be readily translated into goals. Aside from these 
and the performance standards of the shop, however, the Rocklyn 
Corporation made very little use of the goal concept in its planning. 
A discussion of the basis upon which to distribute a year-end bonus 
recently brought to light a lack of goals for most of the employees 
outside of the production department. It was recognized that t e 
comparison of the actual results with the budget was inadequate. 
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because sometimes the forecasting was unsatisfactory and for most 

employees the budget does not reflect their entire performance. For 

example, the budget does not show promptly the effects of a poor 

service to customers or bad relations with other outsiders. Much more 

important than the absence of a basis upon which to distribute bonus 

IS the loss of a positive direction and incentive that goals can provide 

for the individual. The executives of Rocklyn Corporation are aware 

that considerable improvement in their planning can be made in this 
particular area. 

The plannmg of the Rocklyn Corporation has been presented not 
as an ideal but as representative of a typical, successful, small corpora- 
tion. To attempt to follow this or any other single enterprise as a 
mo e might well be disastrous. Each enterprise must determine the 
type and the extent of planning that fits its particular needs. The de¬ 
scription of Rocklyn Corporation planning does provide a review of 
some of the types of planning that may be used and some of the 
advantages and limitations that may result. Perhaps it has also served 
to emphasize that these planning concepts are practical working tools 

of the administrator and not merely abstractions regarding the social 
processes of group living. ® 

Good planning—a practical goal 

the olanninaTh^r order. A person who contemplates all 

rte pUnning that is necessary to administer an enterprise of any size 

be made Fortunately, these decisions can usually 

of individuals taking part. It has been noted that the use of smu^in" 

Leatly ^”*Tfi and procedures, and the like) 

Lful^t," j “perience frequently provides a 

useful guide in developing single-use plans. ^ ^ 

Sion rhe?“ ^ developed that will accomplish a given mis- 

formulating plans, but it is unueLary to review”il “ 

every day the plan is m the process o^ executi:! tl Tc TZ 


tACCUUOn 

pointed out: 

... If an executive must analyze the whole simarinn 
things into consideration whonoiro- u-_• 


dnd take all of these 
figure or report, the 
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task becomes burdensome and is sure to be neglected, although he knows he 
cannot afford to lose sight of any of the factors. 

. .. The most effective method is for him to lay out a plan which, if adhered 
to, will produce the results at which he aims. All the variables which could 
be foreseen have been noted, so when actual progress differs from what was 
planned, it is evident that something has happened \vhich was not expected 

and which, therefore, requires attention-The executive is thus relieved of 

the necessity for spending time on those phases of his business which are 
making satisfactory progress and is left free to concentrate his attention on 
those things which are not moving at the desired rate.... He watches the rate 
of flow of the forces which are beyond his influence and manipulates those 
which are within his power to control, aiming at the balance which will be to 
the best interests of his company.^ 


Summary 

Every administrator, from the top executive of an enterprise to the 
supervisor of a small department, must do some planning. He will do 
a better job of planning if he understands clearly the different types 
of plans that he might use, the situations in which each type of plan is 
likely to contribute to the efficiency of the enterprise, and how such 
plans will enable him as an individual to be a better, and probably less 

hard-worked, administrator. 

The purpose of the last four chapters has been to describe and illus 
trate a range of plans that have proven to be useful in a variety of 
situations, and also to indicate the advantages and the limitations that 
an administrator may expect if he employs them. These are basically 
simple concepts, and yet in practice thousands of executives have 
fumbled their planning work because they were not aware of the 

alternatives available to them. 


3 Executive Pla?iJ?mg, Wallace Clark & Company, page 9. 
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Xhk prfceding discussion of H’pes of plans available to the adminis- 

trator has said very little about how he arrives at the decisions. In 

addition to careful thought as to the structure of plans that will be 

useful, it is also vital that the method of arriving at those decisions be 

sound. This and the ne.xt chapter are concerned with the ho-u: aspect 
of planning. ^ 

For a number of activities there is a considerable body of literature 
dealing w irh the ho'zv of planning. Motion studv, procedural analysis, 
plant and office layout, market analysis, advertising-copy testing, 
employee-attitude surveys, cost studies, and other fields all have their 
bodN' of literature on “how to do it.” Generally these discussions con¬ 
tain an elaboration on the basic analytical approach to business prob- 
ems, check Icsts of points to be considered in the particular area, and 
special techniques for developing useful data (motion studies, statis¬ 
tical ^alysis, interviews, et cetera). They may be e.xceedingly 

helpful to the person who is facing a managerial problem in the par- 
Mcular area covered. ^ 

Inasmuch as we here are concerned with the administrative process 
as a whole th«e varmus techniques serve more as case studies from 
ich to develop principles regarding planning that will have wide¬ 
spread application. This approach has n.o distinct advantages, even 
or those who are already fam'iliar with one or more of the specific 
planning techniques First, there is always the danger that one will 
lecome so intrigued with the ratios or charts or fom^nl.c .„ 


specifi 

be OTCflooked. Second, there arc many areas of adndninrariv7drci- 

tor whtch no appropriate guidebook can be found A basic 

technique tor arnving at a plan is, then, another of the important tools 
in the kit of every good administrator. ^ 

»ia<:ussi,n of the technique of planning wiU be divided into three 
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general parts. In this chapter we \\ ill consider (I ) the an.ii\ ricnl 
approach to planning, wliicli is applicable to virtualK every type of 
administration, and (2) incaiis of simplifying and organizinij the 
planning tasks of an enterprise. Chapter 7 w ill deal with (3) a number 
of special considerations that cver\' administrator should bear in mind 
when making plans. 


An.\lytical Approach to Planning 

Probably the easiest way to make plans is simply to follow previr»us 

experience or to copy the acti>ins of someone else. L sing this ap- 

oroach, the administrator goes back into his experience or that of his 

company and finds out w’hat action was taken in a somewhat similar 

circumstance. If the result \\ as satisfactory, the same course of action 

* 

is followed; if the result was unsatisfactory, some other plan will be 
sought. This is done wdth little regard to the reason why the past 
action was successful or unsuccessful and no particular thought as to 
changes in the operating situation. Obviously, such a technique has 
little of the dynamic or creative clement in it; it may result in the 
rejection of good ideas that were not given a fair trial; and. since 
operating situations do change sooner or later, the enterprise will run 

into difficulty. 

In the follow-the-leader type of planning, an executive attempts to 
have someone else do his thinking for him. Some apparently successful 
individual or enterprise is singled out, and if he raises his prices, re¬ 
duces his inv^entoiA^ establishes a public relations department, fights 
with the labor union, or installs new equipment, then the executive 
tries to do likewise. This technique when blindly followed also leads 
to difficulty’'; the leader may not alw’ay^s be right, and even if his action 

is desirable for him it may not fit your situation. 

Both of these approaches to planning tend tovv’ard management by 
tradition and are contrarv* to the best practice of the present day. Past 
experience within the enterprise and the experience of other individ¬ 
uals should, of course, be given very careful consideration; but this 
information should be subjected to analysis and included with other 
evidence before major decisions are made. hile many people are 
still lured into the path of following past experience or the example of 
some other individual, there is now a widespread recognition of the 
advantages of an analytical approach to planning. 
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Examples of analytical planning 

Taylor, the pioneer. Among the men who ushered in a new ap¬ 
proach to administration a generation ago, one of the most striking 
and influential was Frederick W. Taylor. Some knowledge about the 
man helps to emphasize the ideas he stood for. 

From his boyhood Taylor demonstrated a bent for devising more 

efficient ways of doing things. For example, he designed a special 

tennis racquet for himself. Being small of build he figured that tall 

opponents had a distinct advantage over him, and to overcome this 

handicap he made a racquet which was longer than normal and had a 

special curve in the throat. It was odd looking, indeed, and no such 

racquets are on the market today, but it must not have been too bad 

because he and his partner won the national doubles championship 
one year. ^ ^ 


It was in his golf, however, that Taylor really let himself go. He 
created a wide assortment of clubs, many of them novel in design, to 
overcome various playing difficulties on the course. One such club 
was a Y-shaped putter which was suspended from the shoulders and 
swung between the legs. By holding his shoulders steady, he was sure 
o t e direction in which the ball would go and could then con¬ 
centrate on how hard he would hit it. Incidentally, this particular 
club was so novel (and good) that it was ruled off the course. When 
one pictures Taylor leaving the clubhouse, that citadel of conserva¬ 
tism, with perhaps an extra caddy or two to carry his paraphernalia, 
e see a man who certainly wasn’t tied down by tradition. He also 

he was done he 

man in the country. In his avocations as weU ^ in his work he wa. 
challenging, measuring, and inventing 

wil'S^vSi^r“P difficulty 

men under him did a fair day’s worl he started m make chatest 

typTS Tucc^ “'*dng on the job; hf tried wS 

typical success the then customary methods of ordering, pleading 
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badgering, and threarening ro get the men to turn out more vork. 
Unsatisfied with the results, he tried a new plan. nameK'. a task-and- 
bonus scheme. Simply stated, the idea was that if the men would turn 
out a fair day’s work they would be paid a 20 per cent bonus, and a 
proportionately larger sum for any output above the standard. But 
this required knowing what a fair day’s work was, and Taylor was not 
willing to accept past experience as the standard. 

The amount of work a man could reasonably be expected to turn 
out depended upon the materials with which he worked, and this led 
to material standardization and qualirv’ control; it depended upon the 
way he performed his work, and this after years of investigation led 
to the classic study on the aft of cutting metals; it depended upon 
having new work immediately available for the workman as soon as 
he finished the job he w;is on, and this led to careful scheduling and 
internal transportation; it depended upon having the right man 
selected and properly trained, and this led to certain phases of per¬ 
sonnel work; it depended upon having machinery in proper running 
condition, and this led to programs of preventive maintenance; it 
depended upon having the proper tools in good condition, and this 
led not only to a centralized tool room but eventually to the invention 
of a high speed cutting steel (the patent for which Bethlehem Steel 
Company later paid $100,000). 

Once management brought these conditions under control, it was 
possible for the worker who cooperated with the plan to double or 
treble his daily output to the benefit of both himself and his employer. 
AVe see in Taylor a man whose unwillingness ro accept the customary' 
w'ay of doing things led him by successive steps from his original 
problem of supervision into such things as the invention of a new steel. 

It was the mechanical inventions that first won fame for Frederick 
Taylor. Following a demonstration at an exposition in Paris in 1900. 
visitors came from all over the world to the Bethlehem shops w^here 

he served as superintendent (until 1 ^ . 

compromising insistence upon them brought on a clash xvith top 
management) . Taylor, however, insisted that these were but specific 
illustrations of a more basic approach to management problems. The 
important thing, he said, is not the particular techniques that happen 
to apply in a machine shop, but the attitude of mind of the executives. 
That attitude, tnat approacn, wnich has been called scientific manage¬ 
ment, can well be applied to problems of administration in any field. 

.A.rviy doettvne of pldJiTiing. The analytical approach to planning is 
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universal in its application, just as Tavlor predicted. Turning to an 
cntirclv different field of activity we find annv men talking of the 

‘estimate of the situation/' This is the mental nmress the nffieers are 


1 


h 


ConmioTiJer^s Esthnare of the Situation 

.VIJOS’.—Assigned mission. (If it is multiple, determine priorities. If 
the estimate is to decide on the best line of action to accomplish an 
intermediate task which is necessary to the accomplishment of the 
mission, such task should be deduced in this paragraph.) 

I HE SrrVAflON ANU POvsiBLL US\ S VI ACflO.V. 

a. ConsideraticMis affecting the possible lines of action.—Determine 
and anal\ ze those factors of the situation xchich \vill influence 
\ our choice of a line of action as well as those which affect the 
capabilities of the enemy to act adv*erselv'. Consider such of the 
following and other factors as are inv'olved: relative combat 

P®'' reinforcements, time and space, terrain, dispositions, 
status of supply and evacuation, weather. 

t>. Ejiem^ (^pabiiities.—Note all the jxissible lines of action within 
the physical capabilities of the cncm> which can affect adversely 
ihe acctimplishmenr of your mission. 

c. Own lines of actifin.—Note all practicable lines of action open to 
you which if succe^ful will accomplish your mission. (If there is 
only one such line of action proceed directly to the decision.) 

.\naiasls UK iisla UK ACTION.—IJetcrmine the probable effect 

of each enemy capability on the success of each of your own lines of 
action. 

^MFM<isoN or OWN ,.,SK5 o. AciloN.-Wcigh thc advantages and 

dttjdvantages of each of your lines of action and decide which line 

of actK.n proniises to be the most successful in accomplishinif vour 
mission. ^ ° ^ 

-Translate the line of action selected into a concise state- 
nirnt o, what the inrcc as a w hole is to do. and so much of the 
clcintjus of w hen, where and how as may be appropriate. 


Note 

Any or all of the items in thc estimate ma\ 
OT reduced to writing. 


be either considered mentally 


Source. Deparoiient. SuiJ Office,,' FicU Manual, FM JOI-S, Action IV. 

Figibf i:. Army Method for • Estimating the Situation." 

expected ro go through in arriving at a pUn of action. The rec 
nonnended sre^ m making an estimate of the situation are briefly 

Akhough expressed in army language and referring to a military 
sicuatiuni thc stQis recommended have .ener^i _ l.*i* ...i ^ 
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ideas—clarification of purpose or objective, the assembling of all per¬ 
tinent information, the analysis of possible alternative courses of 
action, and, finally, a decision as to what is to be done—are as appli¬ 
cable to running an insurance company or a Y.M.C.A. as they are to 
an army. Incidentally, the army estimate of the enemy’s capabilities 
is parallel to forecasting by the business enterprise; in each instance 
the administrator tries to anticipate what will happen and adjust his 
operations accordingly. 

Training-'ivithm-indiistry pi‘ogravi. During the last war the officials 
responsible for the production of war supplies recognized that in¬ 
creasing total industrial output was even more important than cutting 
back the manufacture of automobiles, electric refrigerators, and many 
other types of civilian goods. As one step toward expanding output it 
was decided that the best-known methods of management should be 
identified and then taught to executives charged with getting out 
essential products. Representatives from the best-managed companies 
in the country were assembled and asked to prepare such a program. 
The training-with in-industry movement, with its job-methods, job- 
instructor, and job-relations training programs, was a result of this 

effort. 

Here were some of the best brains in the country trying to identify 
the essential aspects of management that would have general applica¬ 
tion in a wide variety of enterprises. They selected a set of ideas with 
regard to planning, and these were printed on a card measuring two 
and one-quarter by four inches. The ideas on this card form the 
essence of the analytical approach to planning, and they were used as 
the basis of a brief course to train executives and supervisors in the 
improvement of the operations under their direction. Great care was 
taken to make the language simple and forceful so that it could be 
readily grasped by thousands of production executives, regardless of 
their educational background. This kernel of the analytical approach 
as seen by the training-with in-industry group is reproduced in 

Figure 13. 

This particular training-within-industry outline is directed toward 
the improvement of standing plans in industrial establishments and, 
like the army estimate of the situation, needs to be rephrased to fit 
other fields of administration. This was done, for example, at the 
Signal Corps depot in Philadelphia for application to its office opera¬ 
tions. Incidentally, the depot made a check of the results from the 
Qse of the approach, and found that analysts who had been given a 


THE PROCESS OF PLANNING 


87 



How to Improve Job Methods 



produce greater quantities of quality 
'7 the best use of Manpower, Machines 


A practical plan to help you 

PRODUCTS in LESS TIME, by mj 

nnd A'laterials, now available. 

Step \-EREAK DOWN the job. 

I. List all details of the job exactly as done by the Present Method. 
Be sure details include all: 

—Material Handling 

—Machine Work 

—Hand Work 


Step ll-QUESTION every detail. 


1. Use these tj^pes of questions: 

is it necessary.^ 

WHAT is its purpo'se? 

"^A^HERE should It be done? 

WHEN should it be done? 

WHO is best qualified to do it? 

HOW IS the “best way’’ to do it? 

Also (Question the* 

“LS: "h&p J-"’ 


Step III-DE FELOP the new method. 


y' unnecessary details. 

I practical. 

4 sequence. 

4. SIMPLIFY all necessary details: 

To make the work easier and safer: 

' inT proper^'to^^^^ equipment at the best places 

:l« d.„p.aeUve^ ch.es. 

c Ti/ 1 fixtures instead of hands fr>r 

X ''ith others ^ ^ holding work. 

6. Write up your proposed new method. 

Step IV-APPLY tl^ new method. 

1. Sell your proposal to your “boss.” 

2. Sell the new method to the operators. 

3. G« finsl .ppcoval of all concerned on Safey, Q„ahty, Qna„ri„., 

5.' Sve'tS “ ‘•“'■'loped. 

Bureau of Training-War Manpower Commission 

Figure u. T.W.I. Steps in Methods Improvement. 
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fifteen-hour training course and then followed the steps carefully 
secured an average improvement in efficiency of 30 per cent. Equally 
impressive results have been reported in other types of activity. 

The approach is simple indeed, but it is not easy. For example, most 
executives or analysts are not willing to take the trouble to write 
down the present method and the proposed new method, despite t le 
fact that the experiences of men who designed the outline indicate 
that this is a highly beneficial practice. Also, many people will not 
view objectively and critically each step in an operation; perhaps un¬ 
consciously they assume that there is no need to be that thorough m 

their questioning. . • , • • j ^ 

Valuable as the specific details of the trainmg-within-industry plan 

may be for some situations, the outline is given here because it typifies 
the attitude of mind vital to an analytical approach to planning any¬ 
where. 

Essential features of analytical planning 

Basic steps. The preceding examples of an analytical approach to 
planning, and numerous other discussions of scientific manageme , 

Learch methods, administrative analysis, and kindred 
a similarity in the basic steps that are recommended. They differ 
greatly in emphasis, wording, and operational detail, but the common 

core of ideas can be summarized as follows: 

1 Clarify the problem. The purpose or the goal should be clearly 
set forth, and then the operating situation should be reviewed 
determine the difficulties in reaching it. In everyday angtiage th 
administrator asks, “Where do I want to go and what am I p 

Determine the alternatives and the key factors in selecting the 
best one of these. Typically, several possib e so utions ™ ^ 

and ihsadvantages of each so as to ascertain what facts he needs 

order accounting studies, e«>"omm 

forecasts statistical analysis, experimentation, intervievs, q ^ 
naires and other pertinent sources of information. Care must e ta 
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iT!»tcd so as to rhrou’ <.»n rhc choice of action to be taken. In 

other u’crds, s<^aratc the wheat trom the chaif and answer time and 
a^in the question. “So what.- ” 

C^^*de «<n action to be taken. There is no real plan until an 
authoritative decision is reached. Sometimes several individuals par¬ 
ticipate, either recomniendin-^, making' final |udgment, or approving 
a proposed plan. 

A Arrai^ for execution. Supplementary and explanatory instruc- 

are needed to make the decisi«in realistic. Timetables are needed, 

aurhori/atiom must be prepared, and plans laid to sell the idea to those 
affected bv it. 


In actual pmnee these steps tend to overlap. For example, addi- 
fHmal aircrnawis may be disc<»vered in the process of gathering facts; 

tc #111 tr^ , fJ _ _ 1*^1 1 *1 • • 

lysis of the data while it is being 


. . ^ 

It IS quire deiriral4e to do some 

-, ,,.w IIIIV 11 UCin*,^ 

t'ompiied, de\c.op,ng acceptance for a new plan mav be started before 
It u firully approved; arranging for execution of course shades off into 
directLin; and w. tonh. Also, s^,mc of the steps may be more impor- 
r lilt m one suuatMm than in others. Nevertheless, each of the six steps 
w i.l \x tikcn m ime fonii or another cverv time planning is an- 

pruached in V analvncal manner. ' , ° ^ 

Dow,g,M-mg Chjrjr.cnsfu-,. There :,re aCmber of charncteri.,. 
«lo <h« are foun.I in the siuxessful applicaiion of the anaivtical 
approach. There muit Iw an ohjetiive view, a willingness to set'aside 
pr^onceived idea, and lo draw new conclusions from ihe data a, 
^nd. As has aircad)- been ciliphasired, „u/y sis-the breaking of rhe 


IImt analytical approach .i 
Tav'lor, (.ilhrtth aai.! orhei 
originality, an«i st is typically 
t*f the facd new 



four J nf - II ^ solutions will be 

present an el'!r~ T " 'hould he 

proent an element ol (^eativcncss. 

Sea another charicteriwH; is sjtesmmship; the zeal of the planner 
^ ^■S'p ation of the o|rer.,i„g gromi in the preparation of the plan’ 

cimcworm „.ar enroo with knowing ym,Ve right an, 

e*p am w v, all contribute to the acceptance of the pi: 

ncKed that thk t >h i f>r-t. i • i 

mat tnis otqcctivc. analytical, crea^’^scllinu 
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approach to planning is in sharp contrast to the autocratic and tradi¬ 
tional approach. 

Place of forecasting and of experimentation 

Mention should be made of both forecasting and experimentation 
because each plays a very important part in certain planning situa¬ 
tions. Both are primarily concerned with the third step listed above, 

getting the facts. ^ 

A great deal of administrative planning is concerned with business 
or other social situations, the future of which is highly variable. In¬ 
stead of clear-cut facts, the best we have are opinions and predictions 
of what the operating conditions will be. Consequently, in planning 
it is necessary to make the best possible forecast of future conditions 
and use these forecasts as “facts” in making the plans, recognizing all 
the while that the forecast may prove to be inaccurate. In military 
planning the “intelligence” section is in somewhat the same position, 
being responsible for information regarding the enemy’s situation and 

capabilities and for predicting what he is likely to do. 

It is beyond the scope of this discussion to consider techniques for 
forecasting. That is a complex problem both in methodology and in 
the diversity of factors that should be considered. Some indication 
of this complexity is given in the accompanying outline of topics that 
should be considered in appraising the outlook for sales and profits of 

a company. 

Factors m Appraising Outlook for a Company - 


I. Outlook for the Industry Tr.ancrrv 

A. Demand for Products or Services of the Industry 

1. Usefulness of and desire for products 
2 ! Stabiliw of desire for products 
3. Abilitv of customers to pay for products 

B. Supply of Products or Services 

1. Capacity of the industry 

2. Labor costs 


1 The forecasting discussed here is concerned Y one's mind the 
ditions. Another type of foresight vital to goo P , ^ conditions that have 

SS to how contemplated actions will work out calls 

o?' S'™"; 

Business Policies and Management, 2nd ed., South-Western r g 

Chapter 2. 
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3. Material costs 

4. Taxes and other operating costs 
Competitive Conditions in the Industry 

1. Nature of companies 

2. Organization of the industry 

3. Government regulation 
Position of the Company in the Industry 
A. A4arket Position of the Company 

^ pedtors" sales to those of industry and leading coni 

2. Standing of company products 

3. Reputation of company in major markets 
Cost Position of the Company 

1. Comparative location 

2. Relative efficiency of equipment 

3. Unique cost advantages 
Special Competitive Considerations 

1. Relative financial strength 

2. Ability of company management 

The prediction of sales volume nrirec aonrin 
rial RiinnKr j- • ’ action or competitors, mate- 

PP Y’ abor conditions, governmental regulation, money market 

r. Yet, such is the nature of some of the facts with M-hich the 
administrator must deal and, as already noted, the unreliab Ihv of 
these forecasts may place distinct limits on the extent of plannit^ 

pra“toT„7T“ "O' it mTy be 

of some investigation that seeL t^ demJns LTr^LrySli’y 
-. 1 , £ • ■ , test out a proposed course of arrinn In 

the pu^oTrs^'engiLS^ investigation'; in the second. 

Rarely Fn the process y^adLniLltty F afSlo'’™"’’!^- 
applied to the specific situation. ^ ^ ^ ^ 

scatlte m"Sat. m\rrmant^ “ ^ 

package in a test market; the office maCyLT^TJjy"^ “ 

ment with a new raw material’ nr ^ manager may experi- 

director may experiment with the L^oT personnel 

formerly held only by men In ^ workers in positions 

wn add materially to the facts upon whkh rma^L’^'r^’ 

Unfortunately, there are a great*^many circrsrncesrwhmh 


92 


THE PROCESS OF PLANNING 

trial runs are too expensive, too slow, upsetting to regular operations, 
or impractical for other reasons. 


Simplifying the Task of Planning 

The planning procedure outlined in the preceding section imposes 
a very heavy burden on the administrator. Any single plan, and cer¬ 
tainly a broad program, raises a wide variety of considerations, each 
of which deserves thorough, analytical investigation. Some of the 
complexities of military planning were brought out by General 
Schwan years ago when he was explaining to Congress the need for a 
creneral staff. It wiU be recognized that the following quotation is 
merely suggestive of the many factors that need to be considered in 

real analytical planning. 

It is easv for a President or a general acting under his directly, to order 
thL 50,000 or 100,000 men proceed to Cuba and 

deal more than thaL He must determine how many men shall be sent and h 

fbS -Xbe-tnS 

possible about >he defenses 

points'Sd^ by '"^at routes the place shall be approached, and at what poinB 

tt:!:r “ 1:^1% ho they ca„ be 

defended- the character of the roads leading from them t P ^ . 
attacked;’the character of the 

unhealthful; what the climate ^V^he quantity and kind oi 

oupphes hether it is better to make the approach from one point or from 

“ 0 *““—e what it svll. be "-s-"' 
it in order to succeed in moving and hvmg and fighting. 

If each time the business executive, the army commander, or the 
public adm'll^sttator laid out a course of action he had - consider al 
Lernatives of each particular act and compile information on the 
wide variety of things that might affect the choice of these alterna- 

rives, the taL would be staggering. In practical 
be some means of simplifying the task. Four devices will be s“»ges 
here- the use of standard parts, planning within recognized 
of the institutional mind, and organization for planning. 

7^ Nelson ri?^.iu-ai Security md the Qenerel S.eff , Intolty Juunisl Press, 

oaffe 57. 
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Use of standard parts 


Just as the use of standard parts greatly simplifies manufacturing 
operations (in fact, is prerequisite to modern production) so, too, can 
standard parts simplify planning. The planner takes predetermined 
standards, such as output per man-hour, pounds of material per unit 
of product, sales calls per day, advertising expense per month, per¬ 
centage of bad-debt loss, normal seasonal fluctuation in sales, plant 
and equipment required per thousand units of output, investment in 
accounts receivable per dollar of sales, and uses these standards in 
preparing his new plan. B. E. Goetz calls these the “building blocks 
of managerial planning and control.” “ In making a particular plan the 

administrator often uses a variety of these standards and simply 
assumes that they are correct. ^ ^ 

In a similar way the administrator assumes that standard methods 
and standard procedures will be followed. This is a very important 
aspect of military planning, where “standing operating procedure” is 
developed and practiced for years ahead of time; then, in an actual 
maneuver the commander concentrates on the strength of his various 
forces and the place and time he M^ill use them, assuming all the while 
at the detailed action will be governed by the standing plans (and 

Tssunrrr^ producir^Lier 

arly, the more an administrator can use such performance and 
operating standards the easier is his planning task. 

The use of standard parts does not preclude a very thorouffh 
maaon from nme to time of the par« themselves. Whl af a XTn 
moment the practical procedure for an administrator is to assn™ tZ 
the output standards and operating standards are correct hTXv ^nd 

It IS highly desirable that these detailed plans be develoned h ^°5'; 

should be approached “from the bottom no ” ^ ^ 

in the following statement by Wallace Clark: ** *'''“"8 X advocated 

ing methodTo'fTmg"meTFor“Mm^eTT*'" 

" 1 th general programs for the plant anH mma,- ^ not wise to start 

mdividual shops, because that method become t<^”rh° for the. 

and support of the shop foremen Th? 

« Pl^i„ ^ ^ more eflFec- 

, mctaraw-HilI Book Co., 1949, Chapt 


er 5. 
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rive and lasting results to begin the installation of planning methods down in 
che shops themselves, starting with the foremen and helping them pla" 'he 
work to be done on their machines the following day. A few well quahhed 
men are trained to do the planning there, where they learn accuratelv e 
capacity of the machines, the capabilities of workmen and see at firsthand the 

difficulties which face the foremen.® 

It may not be practical to start at the bottom and work up when a 
plan is needed before there is time to complete the numerous detailed 

studies, or when operating conditions cannot be 
can be in a production shop such as the one discussed by Mr. Clark. 
Nevertheless, if it has not been practical to develop the operating 
standards ahead of time by careful analysis, then the administrator 
must either accept the possibility of error in his planning, or give up 
the benefits of this simplifying method. 

Planning within recognized limits 

Another way to simplify the planning task is to work 
Accepts the company-wide policies in 

expected to operate. An executive may also be told to - 
basic assumptions regarding the sales volume, price an ^ • 

objectives, policies, and basic assumptions clearly I m. the plans 

In executive Z the middle or lower rank of management shouU 
seek to obtain such limits on his planning as a practical 

simplifying the task. It is entirely “hey^Testablished 

ity of the limits at the appropriate time, but once Y 

cerLd. Even the “p-Jevel execu«« shoidd ^aU 

simplifying device. Objectives po ^ 1^^ „„serving time and 

subject to periodic «vie ^ 

promotmg orderly thinki g’ , reference until new evi- 

matters it should be used as a fixed frame of reterence 


dence indicares a need for a sigmficant change. 

The institutional mind 

T k not necessary or desirable that an administrator start ro 
scrat h developing plans, except perhaps in a new enterprise that 

«« fvt Wallace ClatU X Company, pages 5.. 
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las not yet developed any traditions, policies, or experience. A busi¬ 
ness concern, like a univ'ersity or a city, is a social entity separate 
f^rom the persons who hold executive positions at any given time. It 
as going-concern value, not only in its reputation with customers 
employees, bankers, and material' suppliers, but also in terms of its 
past experience and existing plans. There are established relationships 
among the various departments and understanding as to the division 
ot v'ork and need for exchanging current information. 

The task of planning can be greatly simplified by relying on the 
recor s an accumulated wisdom that have developed in an established 

company. H. S. Person has termed this aspect of an enterprise “the 

institurional mind.” ^ 

onT''f ^ independent of the personal minds of owners and managers 

the insritutLVal ““active activities 

perception (investigation, research,' exp^rir”"™ memoo” (IXdsT o^ 

ment""l?s We h' coe,“Kn?"?hThe"rf and arrange- 

It has^capacitv to thhik possible only by such characteristics, 

to anv individual to define distant arger than that which comes 

means of attaining tLm and 

a fcibilitt- which permits adius?ment%o1:Cgrng%'o"ndirnt“^ 

uTe'!! 'r' makes full use of this institutional mind 

le sotZll’ of -“rds and expert 

of labor, and accepts many of the tradition and°pXes H^Z 

busits dtnrex. t “ 'hough the 


Organization for Planning 

enecessary in a medium- or large-siae enterprise far 
plans of various r>t are Lede^d, an foTeact oTtrrre'”' 

task must be shared by several people Ohv.ously, this planning 

Organization deals with the allnrcif-ii-in r 
and other employees and one vervT ^ executives 
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with allotment of responsibility for direction and control, and of 
course with responsibility for actual operations. Nevertheless, a 
crucial issue throughout the entire organization structure is who is 

to do each part of the planning. 

The whole process of organizing is analyzed at length in Part U. 
The need for special provisions for planning will be examined, as well 
as some of the pitfalls and limitations of these arrangements. There is 
no need to repeat that discussion in the present chapter, but it may e 
helpful to briefly review the chief arrangements for planning so that 
the relationship between the planning process, discussed here, and 
oraanization will be clear. Important in this regard are (1) delegation 
and decentralization, (2) use of staff assistants and divisions, and (3) 


ioint participation in planning. 

Delegation and decentralization. The simplest way for an executive 
to spread the task of planning is by delegation to his operating sub¬ 
ordinates. These men are already involved in carrying out tbe work, 
and it is natural to turn to them for help with the planning. 

An operating subordinate may take part in planning m several ways. 
At the least he^can help his boss clarify rhe problem think of aherna^ 

“consultafive direction” (see Chapter 21), and larer be 

planning may be assigned in tow to the Under 

Lv redelegL part of this work to men under his direction. Unde 

this arrangement the senior executive usually sets tie o jectives, 
establishes^maior policies, and reserves final approval of major pro- 
grams, r^e more detailed planning within these limits is done by men 

'Tust tw "far this delegation and redelegation of 

The deo-ree of decentralization does not have to be uniform for . ^ 

deparments nor for all subjects. A sales manager, 

h;m<!elf decide on the time and prices at which a new product wi 

offered but delegate all advertising planning to his 

planning is shared by means of delegation to operating sub- 
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ordinates, no special divisions are created. The departments and divi¬ 
sions responsible for doing” are also used for some of the planning. 
The major questions are where in the chain of command should the 
\arious kinds of decisions be made, and what help in this decision^ 

making should be provided by subordinates and superiors. At least 
some planning’ is done at every level. 

Use of staff assistants ami divisions. Under some conditions, an 
executive wnth heavy planning responsibilities may not wish to dele- 
pte these to operating subordinates. He may believe that the planning 
IS too important, that it calls for special knowledge, or that a broad 
perspective is required. Perhaps some plans such as accounting pro¬ 
cedure or personnel policy should be consistent throughout the 
enterprise, and hence should be decided at one point for all depart¬ 
ments. For reasons such as these he decides to centralize a large seg^ 
ment of the planning; but, he cannot do all this planning work Hmself 
taff IS used to help the executive in such situations. A staff as¬ 
sistant can greatly simplify the planning task of an executive. He may 

in«f ems, draw' tentative conclusions, prepare letters and 

ructions; in fact, he may do all of the planning on a particular 

of staff Indrh’’' ff ■ “nditions favoring^such use 

staff and the staff s inherent wealtnesses are examined in Chapter 11. 

n arge enterprises or departments with complex planning prob- 
dtisions r h- establishment of a number of 

development section, an industrial-engineering group Ld «hee 

tion and control duties, too, but their major function is to help in 

speciain' Thl""*" '"'V't P*™"'"? operations related to their 
ed-te' !nd I-il?thrt"tr"K concentrated attention, special knowl- 
One of ti, h cannot give. 

- extensions of the thLkin^cIpadtf o/T"'' “ 

been stressed Tn earber chanters has 

from the staff tj-pically flow^through thetxeradve "“"’'"'"^^"ons 
to make the final decRion T-r«__ authorized 


to make the final decision. He can th^n n' \ , ° authorize, 

based on a thorough study by his aides. ^ “ P^“ “ 

pnucipanon. Rarely are plans made by a single individual 
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workings alone. The executive or staff man who is developing the 
plan almost always consults with a number of other people. He gets 
advice on what might be done, seeks facts from many sources, checks 
his tentative plan with those who will be affected, and before he is 
done probably will modify his initial idea considerably. 

This joint participation in planning is so beneficial that the or¬ 
ganization may require it. For example, an operating executive may 
be required to consult the personnel officer before promoting a man 
in his department. Or the personnel officer, in turn, may be required 
to discuss any proposed payroll announcement with key operating 
men before it is issued. Perhaps committees charged with review of 
plans will be formed. Once an organization has functioned for a time, 
these consultations take place as a matter of course and are supple¬ 
mented by many informal contacts. Joint participation in one form 

or another is vital to sound planning. ta „ 

From what has been said it should be clear that the M Day con¬ 
cept of planning is a fantasy. There is no omniscient planner who 
prepares a completely detailed master plan, all balanced, integrate , 
Ld^ready to put into effect with a wave of the hand. Instead, p an- 
ning is a continuing and diffused activity. There are many 
centers, each working on its particular problems and yet more or les 
interdependent. These relationships need to be recognized m the or 
ganization and in the planning procedures so that the several center 
initiating and adjusting to change can “clear with each ot . ^ 

J onFy introdu^^t tlfe subject of organization; -re specific gu j 

review in this section, however, shows how organization mate it 

nossible to follow the analytical approach to planning mam 

tharif an adminisJor undeVtook to do all the planning work 

himself. 

Summary 

Unlike Topsy who “just growed,” good plans usually can be de 
vetoped only*^ through careful, diligent work There is now wid 

L-ognition that they can be prepared best by 

Sred yet iHlmost all cJses the following steps are desirables 
considered, y determine the alternatives and the key 
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face (5) decide on action to be taken, and (6) arrange for execution. 

consideraw/"*^" P'“'’n"’g docs, without doubt, involve 

Ted oneratir^'f work. For a compli- 

aln^ ^ technique is beyond the capacity 

of a single individual. Throus'h the use nf Qi’nir»iifi ' i • i ^ 

nut Pt«iously developed standards of operation and out- 

helo Sre "'T'’*" drawing 

P ■ . tostitutional mmd, and organizing to provide nlannintt 

i-* •' t'-™t" =5 
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SPECIAL CONSIDERATIONS IN PLANNING 

Phe variety of circumstances and factors that arise tn managertal 
tlanning are, of course, legion, and any coniprehenstve dtscussion o 
hem would result in such a large and forbidding tome that tt would 

can --- 

:he\!r:it“Ltr“^^^^^^^^ in acmal practtce he wtll regard 
rhf*m more as old friends than as inveterate trouble makers. 

^ These will be discussed under the headings of logical considera¬ 
tions, psychological hazards, and strategic considerations, 

Logical Cons.i>f,rations Disunctive in Administrative 

Planning 

This is not the place to discuss the principles of logic, 

I ms IS n y Ru'lvird Weil, Ir., believes that the ae 

successful business ' practical form of executive 

velopmem of logical Ike the assumption that at least those 

” es and po’tential -ecinhes ^ 

t'" :ZZ If;'.- with tespect to orderly thinlting 
'that L met frequently enough to deserve mention here. 

roncentrate on differences between alternatives 

ncr between several alternative courses of action, those 
In choosing ' j,, may be disregarded and 

factors that ,, Vhis procediite sharpens the real 

attention foe use .> ■ |„iicvant. For example, a men s weal 

teues and aviuds those I t 

. t ^e his bonk. The Art of Iracmal tlioU g, 
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shop had to move and its manager found two possible new locations 
for which the rent w’as the same and the space and fixtures, for all 
practical purposes, were alike. Since these w^ere the only tw^o real 
possibilities in the locality' in which the store operated,' discussion 
of the reasonableness of the rent or the adequacy of the space was 
irrelevant. Instead, the points deserving attention w’ere the difference 
in buyer traffic passing the door, convenience for former clientele, 
possibilities for e.xpansion, cooperativeness of landlord, and similar 
factors that were not the same for the tw'o locations. 

To cite another illustration, a traffic manager had to decide whether 
to ship his product to an area three to five ^hundred miles distant by 
truck or by rail. He discussed the problem with a number of as¬ 
sociates in the accounting, production, and sales departments, and 
was faced with a variety' of issues touching on almost everything he 
did. An examination revealed, how^ever, that wdiile changes miaht 
have been desirable in the warehousing, billing, and packaging of die 
pni uct, they had no direct bearing on the choice of carrier The 
real issue in this situation w^is a bafancing between convenience of 

Cl er\, rtqucncy of service, and traffic rates. To have associated 
t e c oice of carriers with a change in the accounting system or in 

the packaging w'ould have confused the issue and possibly have led 
to an erroneous conclusion. ^ 

It sumetinics is hard to set aside mentally the constant factors The 
writer rcniembcrs how aggravated his wife was with a notice either 
to pay a $10 hne for making an illegal left-hand turn or, if there 
was any .luestuin of fact, to appear for a hearing before a police 
edge a week hence. Unfortunately there w.as no doubt as to what 
Mk place and other pomts-thc sign was hard to see. left-hand turns 

when it dK^'l. 

onlv far fi anyway, other towns charged 

rh ■ L| 'i I offense-may well have been true but didn't affect 

be levied i’n'ar'"^” of ^tion. since apparently the $10 fine would 
immediately or devoting a morning a week hence telling th/poLe 

or less than $?. In any case, discttssion of the fairness of rh i i 

system was irrelevant to the decision that had to b" maSi ' 
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Disregard sunk costs 


In other words, concentrate on present and future sacrifice. This 
principle is simply illustrated by a trader on the Stock Exchange who 
owns a hundred shares of U.S. Steel stock. He has a choice of selling 
the stock at the current price, sav $75 per share, or holding it in 
anticipation of a price rise and dividends. It makes no difference 
whether he paid $100 per share or $50 per share (except as this may 
affect his personal income tax situation); the significant factor is the 
present price because this is what he sacrifices if he chooses to hold 
the stock. 

Sunk costs are past expenses and investments, or parts thereof, that 
cannot be retrieved by resale. Sunk costs are most commonly encoun¬ 
tered in equipment that becomes obsolete, in buildings that were 
erected in times of high construction costs, and in special-purpose 
facilities and equipment that have comparatively little value except 
for the particular use for which they were designed. The concept of 
sunk costs also applies to inventory, the market value of which has 
changed since it was purchased, or to an advertising campaign or 

personnel course that has already been completed. 

If these past expenditures have created assets that can be sold in 
the present or future market, then that present value should be con¬ 
sidered an expense of using them; but the balance of the expenditure 
is water over the dam as far as current planning is concerned. The 
sunk costs will not be changed by anv alternative course of action, 
and, in line with the principle previously discussed, may be set aside 

in our thinking because they are not variable factors. 

Naturally it is desirable to recover through operations as much of 
the sunk costs as possible, and the use of only the present resale v’^alue 
in laying out plans favors continued employment of the asset. Any 
new asset should provide economies or other benefits sufficient to 
cover interest and depreciation on the total investment (present sac¬ 
rifice), whereas the old equipment should be charged with interest 
and depreciation on only the resale v^alue (present sacrifice)." Inci¬ 
dentally, the valuation of assets for balance sheet and profit and loss 
accounting purposes follow's quite a different set of rules, inasmuch 


2 Possibly the resale price may be higher than the original cost. Even so. it the 
wTether rJol be better off to sdl at the high price or hold the asset for its own use. 
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as these records are designed primarily for financial and 
purposes, rather than as planning tools.^ 
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Discount uncertainty and time 

Much of administrative planning is necessarily based on forecasts 
and estimates and it is frankly recognized that unforeseen events may 
upset even the best of these. Consequently, it is often necessary to 
hink in terms of probability or calculated risk. The underlying as- 

risks^Tnr existence a company will face so many 

risks that the law of averages” will work out. ^ 

an difficulties when certainties, high probabilities 

clear cu"t®nrori “"'v f"''’ 

^ representing the probabdi^ of t 

to a one out ofT considered equal 

t of-five chance of an income of $500. When there are 

rSte it P-T"' -c hard 

ror uncertainty. Thus, we find engineers following the rule of thumb 
perhaps three years. While the rate of discoLt usually rests on Ih- 

with sVch *°pcal manner for dealing 

the'^ttae"when“rncomf troublesome, adj.«tment is for differences in 
income ten years ncome or expenses may occur. A thousand doll” 

sand dollars toTy Z iT7 ^ “ thou- 

five years frlTornutte as^Z"^ expenditure 

from now. When relaVely larv^Zinvd " d" 

a compound interest basis, usini^ the value of ^*‘*counting each on 
usually not worth the trZl Z =“''“*™cnts of this nature are 

and the uncertainty involved’ oveZadow tf' d" 

situations the co ncept of discounting is^gMy^u'^Z 

to his 'ttaaaserito eonstnictive analysis of this noin, 

aing u discussed particu Jly"^ ya^'T" con.iL^ilf'S ff .' 
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Separate measurable and intangible factors 

Most planning decisions involve both measurable and intangible 
factors. It is desirable, if possible, to separate measurable items, reduce 
them to some common denominator (usually dollars), and compute 
the net gain or cost and the net investment. This gives only one or 
two items which can be balanced more easily with the remaining in¬ 
tangible factors. 

For example, a company enjoying increased sales had to have addi¬ 
tional warehouse space. Preliminary investigation reduced the possi¬ 
bilities to two alternatives: an addition to the present warehouse or 
the erection of a new district warehouse that would also serve as a 
district sales office. A number of the factors could be computed with 
reasonable accuracy. These included differences in shipping cost aris¬ 
ing from bulk shipment to the district warehouse, the expense of 
operating the district warehouse minus the savings in central ware¬ 
house expense resulting from the transfer of stock to the district 
warehouse, and differences in travelling and communication expense 
of salesmen and executives. Also the net investment was c^puted, 
that is, the excess of investment in the new warehouse and office over 
the additional investment that would be needed for the addition to 
the old plant. Office space at the home plant was not a factor, as it 

would remain constant in either alternative. 

While some economies in freight would be realized, the total calcu¬ 
lations showed a net increase in annual expenses of $15,000 and a 
net additional investment of $60,000 for the district office and ware¬ 
house operation. To simplify the problem further, the depreciatKm 
and interest on the net investment was estimated at about $5,000 a 
year, bringing the net increase in expenses to $20,000 per year. On 
ffie other Lnd, it was recognized that the district sales office shou 
result in increased sales inasmuch as customer service ^mu >e i 
proved, closer supervision of salesmen would be possible, and a district 

Lies executive located close to the scene would facilitate ad)us 

merits to the loCtil conclitiotis. ^ r i_ i .i 

The problem was thus reduced to the fairly sharp .ssue of whe her 
enouEh increased sales would result from the intangible factors 

iustify an increase of expense of 120,000 per year. Sales 
Z.rtant to the company because of its relatively high fixed manm 
facturing cost, and it was believed that increased competition 
make service and effective salesmanship important in securing 
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Consequently, it teas decided to go ahead \fith the new district ware- 

house and saJes office. 

An analysis such as the above helps planning by sharpenintr the 
i^ues. Tangible and intangible factors are not mixed togeth^, so 
r at in effect the entire decision is made on an appraisal of the in¬ 
tangibles; only those factors that are different for the several alterna¬ 
tives receive attention; all the measurable factors are consolidated 

de^ion ^ reducing the complexity of the final 

1X13101* fir's# 


rhis'^sn'’' 1 ?"'"^ " '■‘■"“y of considerations, and 

this narurally raises the question of where to begin. A logical an- 

crntrol '^h'“ dominate or 

doned, or that the answer must fall within certain iimfe wlh 2’ 
knowledge in hand, ^relevant study can often be avoided. 

enri "“ch an approach is illustrated in the exneri 

to k used "nZ27r' t!' ^ c4pci 

tvpe but was " ^ ^ "’“chine made slugs like a Lino- 

.hat any office ^ri^'w.ffi a’ lli^le^mmin; Zm 4 I'r^hrne: 

culri« and had^rproduct'ffilt r" "''""“"’'"g engineering diffi- 
cally. Questions I! oireU f ’"echani- 

been explored and :.rr.n.gen,'e4'':Sry:;^fenrg"U:er" 

facturets^nd had located conce w S 

purpose. The e.xecutives believed they wem then h i 
approached some bankers for capital to fins k “ 

The bankers. Iioy ever, 4re unw |l 1" \ P^dcction. 

■narketing problems had been given nrore ThV' '"'’“fment until 

received'' up ^rrha^^nt'’’ A scant 

asked to make this study, inasmuch as the executiv-r^'f' k’® 

The consultants found ffiat w hfe ^ ' k “'‘'""8 

m certain situations, the total potential T “"‘d be useful 

if the machine lived up to all^of rh "’“^'^ct was very limited. Even 

was doubful If nioreX: t it 

uiiurea ot the machines could be 
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sold in the entire country. This was not a large enough quantity to 
justify the mass-production methods necessary to get the cost down 
to a competitive range. Also, the difficulty of servicing such a small 
number of machines would have restricted its sale. Clearly these mar¬ 
keting facts should have been explored before expenses for detailed 
engineering, legal work, and production planning were incurred. 

It might be noted that the marketing consultants in this instance 
first attempted to set the general limits within which the machine 
might be used, and then explored in more detail the problem of mar- 
ketintr the product within this group of potential users. It was found, 
for example, that most smaller companies did not use enough printed 
forms, circulars and bulletins to justify equipment of this type, car 
bon, mimeographed or hectograph copies were adequate for "lost ^ 
their needs. On the other hand, a number of larger companies had 
their own printing departments and saw little advantage in the use 
of Castype The insurance companies, banks and other companies 
that fell between these two limits often had special printing require¬ 
ments that could not be met by the Castype machine, and so the^ 
too, were ruled out. Having narrowed down the group of potential 

customers, it was possible to consider 

them. This study was not made, however, because by this i 
clear that the entire project was not economically sound. 

The study of major factors first in order to estab isi arni _ 

which the detailed planning should be conducte ^ 

variety of planning situations. ^ ^ method of ‘‘successive 

approximation,” the administrator may use one or two key fact 

to narrow down the area for detailed |ynnmg. 

Thus one woolen-textile mill in scheduling production for a sea 

son firs; obtains a market forecast of the demand for -h t. 

tention of management, and either production changes are made or 

the sales department is requested to > or^uarefl but 

vised and more specific production schedule is then prep , 

rhe scheduling of specific patterns and colors is not don 

beginning of each month. This monthly plan ^ ba^= ,,, 

detailed scheduling to machines within each dep.trn _ , 

revisions of these detailed schedules arc often made fr 
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vv'^eek. Specific commitments for delivery to customers must, of course, 
be tied in with the detailed schedules. The point of interest to us 
here is that it would be unwise for a department manager to prepare 
the detailed schedule until after the analvsis of general market con¬ 
ditions, coordination of production and sales plans, and the specific 
sales forecast have been completed. 

Before leaving this general topic of logical considerations in plan¬ 
ning, It should be emphasized again tha^the preccdinir discussion is 
far from complete. ITc suggestion to concentrate oirdiffcrcnees in 
alternatives, to think in terms of present and future sacrifice, to dis¬ 
count uncertainty and time, to separate tangible and intanirible factors 
and to consider ntajor factors first have been selected ,miv because 
they apply to the reasoning needed in a great many planning siriiarions. 

PSVCHOLOOICAL HAZARns To Raiiosai, Pi tssisc 

discussion of planning techniques thus fir i. has been as 
Slimed that the administrator makes his decisions as the result of a 

Sns ‘ -f '^>•■1, executive color his 

It is quite important that the administrator recognize the nsvcho- 
ogical limits of the area in which he actu illv nvikpv nri i i i ■ 

ere nothing wrong «ith an executiie planning in accordance 
with a particular cultural pattern, prize,dc/the people and tMn” 

H^sl Ift. '7 «, tlie p itterf 

He should be fully aware at all times of some of the tricks his^co ’ i 

S'ld h? may play with his reasoning, and hat e it 

fnttfi b°,"’T' when there is real danger of being led 

will also i F appreciation of these psvcholooical aspects 

and in predicting the rea'ctions and behaifior :f“p:'o;“e 

Imagination tends to be confined to 'in.. .i 

^oiinnea to actual experience 

expiate tffe« ht awlv m th'ink .dr""'"" 

■»Spt» 14 ' AC- a. "» 5>Huarion. 

isrt 3, 4, und's.'"’""- The M.,cmilla„ Ci.n.pany, m,. aup. 
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Moreover, one’s experience affects one’s ability to imagine future 
conditions realistically and thus to make good forecasts upon which 
the plans are based. For example, the first automobiles were literally 
horseless carriages. The designers of these cars naturally thought in 
terms of the vehicles they had seen and used, and they designed 
something that was a modification of what they had experienced. 

The same tendency was found in the policies and methods of pro¬ 
curement used by the armed services at the beginning of World War 
II. The experience and attitude of the men who had been dealing 
with procurement for the preceding generation ran in terms of such 
things as uncompromising insistence on army or navy specifications 
(brass buttons on uniforms in spite of a critical shortage of copper, 
for example), a competitive system with many eager suppliers, and the 
use of ample safety margins as to quantity and time. The early pro¬ 
curement programs to meet the staggering demands of global warfare 
were merely modifications of the earlier methods, and were rather 
poorly adapted to an economy strained to the utmost in meeting 
military and essential civilian needs. The thinking of the procure¬ 
ment men at first made only superficial adjustment to the basic changes 

in the supply situation. 

Individuals vary greatly in the extent to which they can picture 
in their minds operating conditions that they haven’t actually ex¬ 
perienced. Some men have a sixth sense as to what operating prob¬ 
lems are like in varying conditions, and are able to plan realistically. 
The thinking of other men falls into rather definite forms fixed by 
their own experience. This difference can frequently be observed in 
men who arc promoted to general executive positions from one spe¬ 
cialized department, such as production or accounting. Many become 
good, all-around executives, while others continue to be primarily 

specialists sitting in the boss’s chair. 

As the production manager of a company whose president 

come up through the sales department remarked; “Let’s have this 
all worked out before it gets into the president’s office. He thinks all 


had 


wc have to do is to step up the adverrising program in the company 
magazine and distrihute a few samples, then our problems will be 
licked.” I lad that president been an are of his tendency to apply sales 
department experience throughout the company, he could at least 
have sought a full analysis of situations and been more cautious in his 


final decisions. 
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Beware of assumed “facts" 


Anotfier rcndency is ro accept \nrhour question certain assumed 
act^ or of beha\ iur. A business man from Japan, for example, 

explained with considerable insiglu the reaction of people in his conn- 


American salesmanship 

of selling in his counrrv as were efFec- 
rne in the Lnited States; the same neatness of dress, pleasant, per- 


suasive manner, desire to close 

1 • . -- w.V , aiiu 311 llil lll, in 

hB cnunuv the .mponancc attached to little courtesies as contrasted 


W^nal 

j.^ * v^i iciaiKini>nins were 

Dtf^an! ''■ho '»'J out » 

fhe “tnew about 


the » ay people iKhayed « as likely to n.ake a serious blunder. 

■tnl!" o".“‘u';" . MCCUtiveS who 


cnipiov'ccs 

desp 


.«rm */ V c' ‘V A- • Lciehton has poin«d 

;r,'iirzr' “L'":'- ^ -f i"■ 

. L- "nicn max be inconsistent) thar rnnd;. 

Thk and his decisions. 


0. thV desTed ■'te'^r''" 'T c As 

rel^.velv ' , f’''*" ''■« system, it is a 

sary tha't the;e baste beli^J^ l^^n 

thtJA. ^S-nst provincialistn of 


nccriH 


unconscious 





*unngnesR to really 
action in question 

non of rfM> f^K;e.ae:... 


when several laver; " Jiich often is 

holding h«l. a td n«re lipTl^v^'to’^hJTdt”'' "" 

car that wngi# capitali7e nn rk pr<kiucc a medium- 

«raJ prestige of the name. Engit^R^p^^" quality and 

and many others u ho had bera^u ith ffie" 

i»ccn u ith the company for 
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years could not, however, adapt themselves to the manufacture and 
sale of a lower-quality product. They took pride in their work; they 
thought in terms of real craftsmanship; the potential customers were 
still people who were much more interested in quality than in cost 
of operation; and so it went. The old concept of Pierce-Arrow was 
so deeply ingrained that they could not accept, or certainly did not 
understand, what was involved in stepping into a different quality 

bracket. 

A somewhat similar difficulty was experienced by aircraft com¬ 
panies with a much shorter experience. These companies were greatly 
expanded during the war and most of their executives thought in 
terms of a large-scale organization. When reduced levels of operation 
following the end of the war required trimming their organization 
and consolidating activities consistent with this lower level, many 
of the executives failed to grasp what was really necessary. The 
safety engineer, the training director, the designer, the machine-shop 
superintendent, each recognized that some curtailment was in order, 
but felt that his particular activity was, of course, of such importance 
that nothing more than a reduction of staff needed to be considered. 
Despite the basic decision that had been made they still thoug t on 
too grand a scale. Only drastic operating deficits of many concerns 
broucrht about the scale of retrenchment that was needed. 

The sooner an executive learns that he, along with most o t e 
rest of us, is not as objective as he would like to believe, the more 
Ukely he is to avoid the pitfaUs of psychological restricaons on his 

planning. 


Strategic Considerations in Planning 

There is still another aspect in planning that is vvidely recogiraed 
by successful administrators, but little discussed in the ' 

is the matter of strategy, which is used here to mean r e »_ l“^ ’’ 

by th*: plan. Many a ^an will run into difficulty if — - 
given to the reaction 

nuestion of winning support of subordinates f 

ter on direction. Henry Dennison has recognized th s p P 

ning in what he calls the political issues. 
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first whnm^o ’^'"hoin to advise with 

and is ordinarily in a business not political.^ ^ n ro oe settled, 

Although Strategy has been recognized for centuries as a vital aspect 
o a ministration in business, government and military operations it 
as received almost no systematic attention except in connection with 
military operations." The purpose of the discussion here is merely to 
show the nature and importance of strategy. The strategies that will 
be described are not necessarily recommended, nor is any moral judg- 

in en e ey may be good or bad, depending upon the 
situation and the purpose for which they are used, just like any other 

are^adaotedT"™"”"' ‘“t 

th! o7cMc:go'“ *:■ So-ll of 

Timing strategies 

Strike 'Lvhile the iron is hot. This strateo-v cfilL fr^r 

get us goods on the market before public fancy chLges. To cite an- 
o er example m quite a different area, one wise executive who was 
mg promoted to a vice-presidency because of the inefficiencv of 

sharp demand ttotSeTrZt^ 

of the transition. ^ ^ because 

Things vmst get worse before they get better Tf ri,. ■ 
general recognition of the need for a channrT J " ” 

™ delay even though the executive is conSed o tHe'T? T 
action. President Roosevelt followed this strateuv when ^°e 
to indorse nation-wide gasoline rationing in theTorh/^f ,"olf 

_ __^ g ruooer. Critical though the supply of rubbei 

Engmeerins, page 36. Copyright, 1531. Court«y of McGnw-HiU 

Omes end Econfnnc BtSw ^Pri’ncCT^r™!!!™”""* "i 'dorgenstem. The Theory ol 
tr.aw.eo. is too shstrar, aod mad.r/.rcT.o^'S'S^S 

y usetul to most administrator; 
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was, he let the situation deteriorate even further because the public, 
the oil companies, and others had not yet recognized that action as 
drasdc as rationtag was needed. LikewUe, the sales manager of a 
nationally known hosiery company recognized the need of decen¬ 
tralizing to his district manager authority to change prices, but delayed 
making the change until the desirability of such a move was clearly 

recognized by the president and other executives of the firm. 

Thyie is a Qveat healer. Some actions may be wisely delayed until 
Jrll a coohng-off period. In fact, one executive observed after 
returning from his vacation that he was surprised how many of the 
things that had been sent to his desk had taken care of themselves 
apparently quite satisfactorily before he returned Another executive 
reports that he makes it a practice to postpone if at all possib e ii - 
portant personnel action for at least a month. During that period it 
may develop that a man who was scheduled for discharge can be a 
vantageously transferred to another position, or that a clash in per¬ 
sonalities which appeared to call for reassignment of duties has been 

mitieated to the point where no change is necessary. 

Keep one pJp ahead. Attempts to follow this strate^ are clearly 

aoDarent in the annual change in models of automobiles; for ex- 
a™le in the introduction of all-steel bodies, hydraulic brakes, amo- 
maric eear shift, high-compression engines, and various body designs. 

tl™ to some of the large industrial companies hp a> 

temoted to secure favor with their employees by taking the lead i 
granting wage increases, closed-shop provisions, company- nance 

■’Te^i^Tclrsra'risk in attempting to lead the p.^de beca- 

first advanced their buying price usua y o 

the other companies were making up 'hen minds o 

the fall of 1948, however, supply siLtion 

Ld adjusted itself, so instea ,s pr Jcipal 

found that it was paying well above the ma p 

"Ttalng"fe one of the most important elements in strategy. It is a 
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factor not only in situations such as those just illustrated, but also in 
several of the examples to be discussed under other headings. 

Positive action strategies 

Offensive. When Marshall Field & Companv de- 

wfs taken in u'n'"”' *3J.OOO,000 wholesale business, action 

rir m' within'^a’^yeat's 

prices for soL*”7rh ‘’"ard. recognized that higher 

Ln workeroff 1 have been secured if it had 

that these higher pries wo"d LveTee” m"re thaT’off':er'’by Ihe 

,.:r”:r sa-.t t 

y .th the accompanying transition of production to war work and 

:l:L;tTrrra^;“ p" 

me^dt'grXlTAefrh^iTreT^^^^^^ 

to the o^ne ju" “"T 

was brougfht into a rnmnonix r ^ executive who 

of products and had beL coastL^a’ln^''wktouTman''^"'’” h"'* 
-nager and might JeuZlZZ" Z ttTorTTl' 

S"to ihe e" huTnrantt^make'^g 

ments. If his id^w^rno^^mS^rceeX^^^^ '‘'P^"’ 

projects was slowed down as a result of tk ' on specific 

dissension and lack of cooDerarion • j internal 

men who had miportant product kn^vled^rwere^retalljed'^™^^ 
beginning when a total p'yam^rriC^^^^^^^ ^ 

tion Board were a«ed S “ ^'he War PrX- 

pon m a central bureau, the rubber divisiou 
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requested that it be given authority to grant 
in which only the rubber industry was concer ^ 

this would speed 'JJJJ'r situation. This request was 

svas quite important in ,„s back again with 

fthe first —ent » 

well, the division should be 8'^^" rubber industry, 

products which were preponderantly be 

with the understanding ‘ ^ ,bat this was merely an 

ex:;r Lt had been made. This request 

" t£ r:,t .1. t™": *■ 

materlls to the rubber plan, -ch^ the b n^ 

bureau, and that, since the division ®, was neces- 

cm the materials used by more t an the rubber division to 

sary was to extend this ^^bv the rubber industry. This 

grant priorities on any products ^sUed for such 

request was finally granted, a _ • ^ it vvould, without ques- 

sweeping priority powers in the ^ ’ by step approach 

tion, have been nirned down; whereas tne s p y 

finally achieved the result. bnown in the opeta- 

Buriug front ™''n« Tb.s strategy p executive has an 

tion of a communist cell, "’“V “ . ^ program. The production 

emotional antagonism towaid t>.P I P for these “new- 

manager of one ““P^'^lj-bJ ‘"reonncl director, however, did bor- 
fangled personnel ideas. Lh p ^ ^ executives in the production 

row one of the dttring the period when the 

young man was on loan '‘’"rougl 1> >"^0 ^be junior 

him regarding modern P!-™" b. V „ bad situation developed be- 

executive returned to *’'* fyj f ii^cea in a foreman position. 

cause a man clearly unqualified had placed in 

The junior executive took the ^bosc who were not m 

study the foremen who were . ^ „,.j„ was to be ap- 

order to determine what to look personnel 

pointed, and thus began laying the basis 

Specifications- 
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At another time there was considerable argument regarding the 

rate of pay for the maintenance man in one division because he was 

receiving substantially less than the maintenance man in another 

division. This provided an opportunity for the junior executive to 

point out to several different members in the department that a job 

evaluation program might be helpful. By the end of two years the 

groundwork had been prepared for the beginning of a really sound 
personnel program. 

These strategies, ranging from Mass Concentrated Offensive to 
Boring from Within are suggestive of approaches to get something 

X ? category might be The Trojan Horse, 

Achilles Heel, Sowing Seed on Fertile Ground. 


Joint action strategies 

In union there is strength. Some executives make a practice of seek¬ 
ing allies to work with them in promoting a change. Thus, if a 
department head wishes to get salary increases for his employees he 
will try to get other department heads to join with him in a general 
request for higher wages; or if a company wishes to oppose or sup- 
port legislation pending in Congress it will seek to get other members 
o the mdustry to join together so that their representation may be 

more effective The rugged individualist, on the other hand, prefers 
to play a lone hand. ^ 

f “r “ individual who is far from enrhusiastic 
aoout some plan can be made an active ally by assignino- him some 

important role m connection with its execution. Unless he wants to 

oppose the who e program, he then finds himself a member of the 

wuhtn the company was asked to work out the detail and assist in 
e installation of the change. Although he was lukewarm to the 
basic proposals, he soon found that he” was regarded bTmher em 
P oyees as a iTia)or proponent and that the effectiveness of his wnrk 

sociated with this unwilling-ally techniqur 

TO* and nUe. This well-known political strategy has been an 
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chief executive of one company, for instance, deliberately encouraged 
his major executiv^es to report inconsistencies or weaknesses in the 
actions of their associates. Armed with this information the chief ex¬ 
ecutive confronted the man concerned with the apparent deficiency 
and hoped to smoke out something wrong in still another department. 
It was his contention that this kept the executives on their toes. W hat 
he didn’t appreciate was that it also erected a barrier for free inter¬ 
change of operating information and for cooperative effort among his 

subordinates. 


Defensive action strategies 

Keep on sa'wing 'wood. Another name for this technique might be 
By Their Works Ye Shall Know Them. It is used by an administra¬ 
tor who wishes to disregard criticism coming his direction. hile 
dramatically illustrated by Pasteur and Frederick Taylor who per¬ 
sisted in their experiments despite the criticism of their associates, the 
technique has been used by countless other people who have faith in 

what they are doing and put their efforts into doing it well. 

Red herring across the trail. This strategy consists of a deliberate 

attempt to divert attention and confuse the issue. It is commonly used 
in politics; for example, the injection of the race question into is 
cusions where it has no bearing. FrankUn D. Roosevelt was accused 
of using this strategy in 1938 when he talked m a number of election 
speeches of the danger of international war instead of the current e- 
cline in business. Here, again, the strategy is not often desirable for 
operations within an enterprise where it is usually better to a\ t e 
cards on the table and deal with issues frankly. However, there may 
be times, such as evading the questions of a man who is 'yS 
considered for a transfer, when deliberately confusing the issue is 


^^Comitermvasiov. This strategy is seen almost d^y m 
sales promotion. If one company offers a rose bush for a )ar mp 
a three-cent stamp, its competitor is likely to respond by 

fn a company that was having difficulty getting its shipments made 
nromptly^and correctly. The manufacturing department after em- 
phasiz^ing the difficulty, suggested that the dipping department be 
mansferfed to it from the sales department, thus giving the manufac¬ 
turing deparnnent control over the physical handling of goods up o 
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receipt bv the customer. The sales department, agreeino^ fully as to 

the present confusion, countered w’lth the ret|uest that warehousing 

be transferred from the manufacturing department to the sales de* 

partment, so that the sales department would have full control over 

all acn\ ities after the goods were in finished form. Obviously, if such 

a strategy were widely used within an enterprise it could quickly 
injure cooperation. 

Capitalize on apparent defeat. During World \^"ar II wt were asked 
to feel sorry for the Lucky Strike cigarette manufacturers because 
they could no longer market their product in the familiar green pack¬ 
age. From all sides sve heard the dirge, “Lucky Strike green has gone 
to war.” Regardless of whether there was in fact a scarcity in g'reen 
dye. one can’t help but imagine the delight in the sales promotion 
department to get rid of the dull green package. Lucky Strike erreen 
must have been a war casualty* because it has not vet returned. 

m 


f^utious action strategics 

Pvsmg the buck. Rightly or ttrongly this tcclinique of transferring 
'4^' '■> i'OTcone else is reported to be comnion practice among armv 
Offiects. The alacrity with which the Armv agreed that tlw Wa^ 
roducoon Board should handle the delicate matter of approving the 
K^ttiom and linns to l>e affected by cut-backs in military programs 

disattr ,l'l''''“r ' k'*' regime recognizes a 

ts3 he ' ' u ™U"«ive bargaining be- 

Lhfe ."T"* '"’‘■P"''^rions becomes increasingly a 

s., that'vou Ld Vl^l ■"^I'liver the negotiations 

so that you and I believe that the other side is responsible for His- 

ag^ccmeiit and perhaps strikes. 

Lt r iomeone else pull your chestnuts out of the fire. W^hile at first 
prrsed the matter with the prtaluction manage! or ^e i 

I Ion eU ,f the c™v h,7" - 

engineering department it m h^'L ‘’'^8"”“"°" analysis or industrial 
■wger to urge this division to look into the mLterr„H ^ 7“ 

there „ time, when a desirable acdon ^ T "i 


I IK 
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taken l>v someone other than the intlU iJui! who will beneht fr«»m the 

9 

action, 

('oTiseri'c votir ffun(^o'"j. Jcr. Itt ippK ing incentives it is generally 

recognized that it is wise to exercise no more nK»tivation than necev- 

sarv- to accomplish a result, and t«) t'onserve the stronger pressures 

and tactics until the desired action can he secured only through their 

use. riie same thing is true in other areas. Overselling may not only 

he wa.steful, hut it inav make later promotions more difficult. I be top 

^ ^ • • 

executive of a company mav he dclihcratcly kept i>ut of n^otianons 
with labor unions or material suppliers until a critical point is reached, 
if he enters at that pi tint, his presence will carr\’ greater prestige an/i 

weight. 

This disciLssion of strategy was intended to he suggestive, rather 
than comprehensive. Fnmigh examples have been given to illustrate 
the variety of str.itcgic considerations that should be taken into ac“ 
count w hen preparing plans. The administrator who prides .temself 
on being practical probably would place great emphasis on these con¬ 
siderations; theoretical anaiysls. on the other hand, has tended to stress 
logical considerations and the refinement of mathematical computa¬ 
tions. Good planning obyiously requires that both aspects be gi'cn 

due weight. 


Summary 

Good planning calls for attention to logical considerations, p^’cbo- 
logical hazards, and strategical considerations. Among the distinqnvc 
features of rational planning are; concentration on difference bcrw'c^s 
alternatiyes. and on presem and future sacrifices; discounting uncer¬ 
tainty" and time; separating measurable and intangible factors; an con¬ 
sidering major factors first. • \ r\ 

In practice, however, it is difficult to be entirely rational. Our ex¬ 
periences limit our grasp of a situation; we tend to accept certain 
facts without questioning their validity-; and w"e may unconsciously 
fail to abide bv basic policies because we don’t like them or don t 
understand them. These psy chological hazards need to be recognize 

and guarded against. t ui 

Fiiiallv TOod plannine calls for adjustment to the probab.e re- 

JZ of 'those ^affected bv the plans. In other tverds. there ate 

v/a. _ * . \ trim mir 


planning 


political considerations that must be incorporated into our 
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This chapter concludes Part I on planning. The discussion in this 

first part has centered around two broad management problems, 

(1) what form should planning take, and (2) how should planning 
decisions be made. 

The pattern of planning in an enterprise typically is made up of 
several types of plans. Objectives, budgets, deadlines, standards and 

S ^ ts for company and departmental executives; 

and they play a key role in integration and control of operations. 
Smgle-use plans-such as programs, projects, and specific methods- 
map out the course of action to be followed in an ever-changing en¬ 
vironment. Many parts of every company’s activities are repetitive, 
however, and for these standing pte-including policies, standard 
methods, and standard procedures-greatly simplify the planning task 
and provide an important element of stability. 

The administrator must decide how he can make best use of these 
orms o planning. To assist in this choice, the nature and advantao-es 
of each type of plan have been considered. An inevitable question is 
how far ahead and to what detail the planning should be cattied. 
naccurate forecasts, expense, time, danger of inflexibility, and ab¬ 
sence of repetitive operations all place limits on how much planning 

“ Cgh 5 “ ChapTm" 

The last two chapters have dealt with the how of planning Em 
Sincrthk ^vo'l f technique. 

an eKcutivf shonWr*'' special coLderations thaf 

^ A good 

Zon to7r“an^';at;‘trsX“r 

sary; and before the executive’s task /comolemd 

control. Upon these futther processes of j — must exercise 

success of even the best conceived plans ‘""'“tution hinge the 
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Chapter 8 


DEPARTMENTATION 


Major issues in administrative organization 

Xhe numerous plans in an enterprise, which have been discussed in 
Part I, call for'a variety of activities and, if these activities are to be 
administered effectively, some form of organization is essential. Just 
as soon as two or more people contribute their efforts to a joint enter¬ 
prise it is necessary to have an understanding as to **who does what.” 
The operating and administrative activities must be partitioned off 
into bundles of duties that can be assigned to specific individuals, and 
relationships must be established between these individuals to assure 

that their efforts are coordinated toward a basic objective. In other 
words, the team must be organized. 


The administrative process of organizing an enterprise or any of 


Its parts consists of (1) dividing and grouping the 'work that should 
be done (including administration) into individual iohs. and d.. 

k 

I 
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advertisements and promoting circulation? W ho is supposed to help 
the printer read proof? Can anyone besides the editor make changes 
in the copy, or cut the length of a story to fit the space available? 
And who is responsible for omitting Mrs. Fibbs Snyder’s name from 
the list of the program committee of the Parent-Teachers Association? 
These are only a few of the organization questions that the manager 
of the paper must decide. The organization of a large metropolitan 
daily newspaper is, of course, much more elaborate with its separate 
sports editors, circulation managers, proofreading department, and 
other specialized divisions. Here there are problems of organization 
within the several departments as well as for the paper as a whole. 
The executive of a small enterprise, a large enterprise, or a department 
within an enterprise must deal with problems of organization. 

The principal issues that arise in this connection are the following: 

1. How should activities be divided into groups for purposes of adminis¬ 
tration? 

a. What guides should be used in assigning activities to departments? 

b. What service divisions should be created? 

2. What relationships between individuals should be formally established? 

a. How may authority and duties be delegated? 

b. What use should be made of “staff” and “functional authority”? 

c. How much decentralization is desirable? 

3. Are special provisions needed to knit the enterprise into a working unit? 

a. What role should be assigned to committees? 

b. What functions should the Board of Directors perform? 

c. Should interest groups be formally represented? 

4. What should be the over-all organization structure? 

a. Have limits on span of supervision been recognized? 

b. Is the over-all structure balanced and workable? 

Although these questions are expressed from the point of view of a 
top executive, it will become increasingly clear as they are discussed 
in this and the following chapters that they are also of major interest 
to executives throughout the enterprise. The junior executives as well 
as the senior executives have problems of adjusting organization m 
their own departments; they frequently advise regarding changes in 
the organization of related activities, and their daily activities are con¬ 
ducted within an organization structure the namre of which they 

should thoroughly understand. 

This chapter deals with the first question on departmentation. I he 
other questions listed above .fill be considered in the following 

chapters. 
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Common AVays of Grouping Activities 


Depamnentation is the process of grouping acri\Tties into units for 
purposes of administration. This process takes place at all levels in an 
enterprise. The president groups activities into major divisions under 
the senior executives who report directly to him; the sales manager 
may divide his work among an advertising department, customer serv¬ 
ice department, market research department, and three or four sales 
districts; the credit manager, who directs one of the groups under 
the treasurer, may divide his work among a group of credit men, each 
of whom handles a specific group of customers; the shop superin¬ 
tendent appoints foremen to look after each step in the production 
process; and the activities in the bookkeeping office are grouped to¬ 
gether into jobs for individual bookkeepers. The common Question 
faced by all e.xecutives from the president down to the first-line super¬ 
visor, is. How should duties be combined together into jobs so as to 
promote the most effective results?” The administrative units created 
may be called divisions, bureaus, branches, units, offices, or some 
other name; whatever the name of the unit created, this process of 
partitioning is generally called departmentation. 

Typical patterns used in departmentation 


There are a number of typical patterns found in the departmenta¬ 
tion of many enterprises, and an administrator will find it useful to 
be thoroughly familiar with these different alternatives. In business 
enterprises the patterns most commonly found are groupings by prod¬ 
ucts, territories time, customers, and functions. In government en¬ 
terprises Giilick has found similar patterns, which he designates as 
purpose, place, person or thing, and process.^ Other students of or¬ 
ganization have reported a somewhat similar list of patterns.* A few 
veo' brief examples will serve to illustrate the meaning of these terms 

L"r pattern 

Groupivg by products or services. _• . 


on the Snence of Administration, Institute of Public Administration, 1937 , 

Scientific Principles md Oreimh^tir», _w 

A»ocuoon, Insntutc of Management Series, 

C^oTuzatiotu, American .Vlanage'i 
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with a product (or service) are often grouped together. Thus, in the 
corner grocery store there may be divisions for meat, groceries, and 
fresh produce. On a grander scale we find in General Motors separate 
divisions for Chevrolet, Buick, Cadillac, Frigidaire, Diesel engines, 
and other major product lines. Sometimes this product division occurs 
only within a department; for example, the work of the purchasing 
department may be divided according to different types of products 
to be secured. Such grouping by product takes advantage of spe¬ 
cialized product knowledge, promotes coordination of the various 
activities connected with the product (purchase, production, storage, 
sales, et cetera), and often makes it easier to place responsibility for 

the results achieved. 

Groupmg by locations. When activities are widely dispersed, it is 
frequently desirable to provide local administration. Instances of this 
arrangement are found in the territorial sales divisions of a company 
distributing its products in several states, and in the self-contained 
operations of branch plants. Even within a building we may find a 
department store floorwalker assigned to a particular floor or the 
maintenance man to a given section of the building. Among the ad¬ 
vantages of this form of departmentation is the more intimate knowl¬ 
edge executives should have regarding local conditions. This permits 
adaptation to local needs and also helps in getting prompt action. 
Likewise, the activities within the area are more easily coordinated 
and it is often possible to exercise more direct and immediate control. 

Grouping by time. When operations during a day or week extend 
far beyond the normal work period of an individual, a second shift 
is often added. Public utilities, restaurants, continuous process in¬ 
dustries and many other enterprises have divisions distinguished on 
ie basis of time ^as a normal arrangement. Other companies faced 
with a need for quick deliveries or greater output from limited faci ities 
may use this device. TypicaUy, the “second shift” performs opera¬ 
tions that are very similar to those done in the normal working hours, 
but at least first-line supervisors are needed to provide adequate super¬ 
vision and control. The more difficult organizational questions are 
how fully serviced and self-contained each shift should be, and what 
relationships should be set up between specialized executives who 
work only normal hours and the men who perform similar duties dur- 

inc the off hours. , n r 4 

Groupine by customers. This panern, which is naturaUy found 

most often in sales operations, is sometimes reflected throughout t e 
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enterprise. The bargain basements of department stores, for example, 
often cater to a different group of customers than those served by the 
upstairs store, call for different buying and service activities, and may 
follow somewhat different personnel policies. Customer grouping is 
sometimes a dominant factor in the organization of brokerage houses. 
In government operations we find separate bureaus for immigrants, 
veterans, Indians, children, farmers, and small business. Again, the 
ad\ antages of such grouping are to be found in the use of specialized 

leij^^e, the coordination of activities related to the 


customers, and, by no means unimportant here, the assurance of 
adequate attention. 

Grouping by processes. Under some circumstances it is desirable to 
place all or most of the people using a given kind of equipment in one 
department; for example, stenographers, painters, or operators of 
heat-treating furnaces. In other cases, notably in manufacturing, the 
division may be based on clearly defined steps in a sequence of opera¬ 
tions. Thus, in a sweater mill there may be separate units for knitting, 
steaming, cutting, se^^’ing, trimming, pressing, inspection, and boxing 
an s ipping. Among the adv*antages of such departmentation are the 
e.xpertncss that comes wnth concentration on the single process, a tend¬ 
ency to avoid investment in duplicate facilities, and, when the process 
IS ^rformed in one place, the possible improvement in “supervision.” 

Grouping /;>' functions. With the growing complexity of adminis¬ 
tration of almost all types of enterprises-business, government, 
m itary and eleemosynary—functional departmentation has become 

increasingly popular. Just what is recognized as a function, however, 
differs greatly in actual practice. Some functional departments deal 
u It a particular ^pect of management, such as scheduling or inspec¬ 
tion. Others are built around a similarity in work, as in a clerical 
department; or they may be based on a similarity in ability required 
o supervise them, as in the case of research. In other instances, the 
distinguishing c^acteristic of a functional division is its singleness 
of purpose or objective. The public relations department is a^fairly 
recent example of this type, while the time-honored separation o^ 
^les, production, and finance has made functional grouping one of the 

sin^lf „h^ ^ grouping is specialization. By concentrating on some 

sk-iU can specialized knowledge and 

assure that ade ' divisions are also established to 

assure that adequate attenuon is given to the activities concerned. 
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A familiarity with these typical ways of grouping activities is im¬ 
portant background for the executive who is designing or modifying 
an organization. They are significant, not so much as patterns to be 
copied, but more as suggestive approaches in the development of an 
organization structure adapted to the specific needs of the enterprise. 

Inadequacy of patterns 

Difficult questions not ansivered. Unfortunately, an executive can¬ 
not settle his departmentation questions simplv by casting a vote for 
some one of the typical patterns just discussed. Even if a decision is 
made to follow, say, a product pattern, there vdll remain numerous 
questions of just what activities ^belong in each division. For example, 
a retail store may decide to adopt a product pattern, but this still leaves 
unanswered the question of whether each department is free to do its 
own credit work, whether delivery will be centralized, what kind of 
accounting records should be maintained and who will keep them, 
and so forth. 

Likewise, the decision to establish branch sales offices does not 
determine who will do the advertising, the extent to which personnel 
activities will be performed by the home office, nor the matter of local 
storage of merchandise. A decision to establish a controller’s division 
does not provide automatic answers as to wffio should be responsible 
for corporate and real estate taxes, insurance, cost accounting, eco¬ 
nomic forecasting and market research, nor does it answer the even 
more fundamental question of whether the controller is expected to 
really control, or merely to provide data and analyses that will be 
helpful to operating executives in controlling their respective depart¬ 
ments. 

In other words, these so-called patterns of departmentation at best 
emphasize the dominant characteristic of a division or department. 
Important as this characteristic may be, it provides no formula for 
determining just what is to be included in a particular department—be 
It function^, customer, territorial, process, or product. And it is these 
questions of content and border line that are often the most trouble¬ 
some to resolve. 

Most orga?iizations are composite. It should also be noted that very 
few organizations follow any one pattern of grouping. From the point 
of view of structure it is desirable that the subdivisions under any 
single executive be based on a single pattern, and where similar activi¬ 
ties are performed in several different locations that a parallel form of 
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.|rpni2aaon be followed. Even this is not essential, however and 

lev? ^ “ «rritorial pattern ’at all 

of the major departments ' "h^^^^eristic 

The use of 5;evf*r-il __• -n 


























































































































130 


DEPARTMENT ATI ON 



* « 



■ 1 - *■ 




Figure 15. Organization of a Alanufacturing Concern. 
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departmentation of a commercial bank, shown in Figure 14. While the 
organization of this, and most other commercial banks, is predom¬ 
inantly functional, the branches have been established on a territorial 
basis and the loaning activity, except for a centralized credit depart¬ 
ment, is divided according to types of customers. The detailed organi¬ 
zation within the check-clearing department (not shown in the chart) 
is on a process basis. 

The departmentation of a manufacturing concern, indicated in 
Figure 15, again shows that several different patterns were used. The 
predominantly functional pattern was modified to provide for a 
branch manager because of difference in location. Also the subdivi¬ 
sion under the sales manager is primarily on a territorial basis. Both 
the commercial bank and the manufacturing concern have relatix ely 
simple organization structure, and yet no single pattern would have 
been adequate for the grouping of their activities. 


Basic Factors in Grouping Activities 

What activities should be included within a department, section, or 
other organizational unit? AVhere is it practical to draw a dividing 
line between the responsibilities of two closely related sections? \A^hat 
relationships between organizational units should be formalized and 
what delegations of authority should be made? 

Clarification of points such as these is essential if the organization is 
to function smoothly. In actual operations, the administrator will face 
questions of clarification and refinement of his organization many 
more times than he will have occasions to consider changes in major 
characteristics of the organization structure. Shifts in volume or in 
operating conditions are occurring all the time, and minor organiza¬ 
tion adjustments to these changes are often necessary. For practical 
purposes, then, we need some guidance, not only in deciding on the 

basic organization pattern, but also for spelling out that pattern and 
resolving borderline issues. 

The effective answers to these questions, unfortunately, are not 
simple. Experience demonstrates that no formula or mechanical 
app ication of rules provides a satisfactory answer. Instead, the nar- 
ticular arrangement will be influenced by the purpose of the enter¬ 
prise, Its size, people involved, stabUity and maturity, technology 

employed, ma)oi|B)staclcs faced, and similar factors. ^ ^ 

A practical way to design such an individualistic organization is to 
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identify the vital operational factors and then make combinations of 
activities that give optimum results in terms of these factors. Thus, the 
firm that seeks to give prompt delivery to distinctive customers may 
find that coordination is a dominant factor; whereas the company 
emphasizing mass production at low cost may stress economies from 
functional specialization. 

There are a number of factors that are present in almost every 
organization problem. Although their relative importance varies from 
one situation to another, they are prevalent enough to warrant the 
administrator’s at least considering them when shifting and grouping 
activities. In most situations appropriate attention to these factors will 
be all that is necessary to secure a sound and workable arrangement of 
activities. These key factors in departmentation are: 

1. Take advantage of specialization 

2. Facilitate control 

3. Aid in coordination 

4. Secure adequate attention 

5. Recognize local conditions 

6. Reduce expense 

Because of the significance of these factors, it is appropriate that we 
examine in more detail typical situations to which they apply. 

Take advantage of specialization 

Functional specialists. Specialization is such a widely recognized 
characteristic of modern enterprise that it needs little emphasis here. 
The use of specialization in organization is illustrated by the familiar 
division of a business concern into sales, production, finance, and 
accounting departments, and the division of an accounting depart¬ 
ment into units such as accounts receivable, cost accounting, and 

analysis of reports. 

The advantages of this *'division of labor include the fuller use of 
the distinctive abilities of individuals. Each person has strong points 
and v'eaknesses, and by assigning work in accordance with these 
different abilities it is possible to secure greater efficiency. Moreover, 
through concentrated attention on a limited type of work, an individ¬ 
ual develops skill that enables him to increase his output even more. 
Frederick Taylor’s discussion of functional foremen emphasized the 
benefits of specialization in managerial tasks and helped to promote 
the concept of division of labor for executives as well as for manual 

workers. 
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In accordance with this concept of specialization it may be desirable 
to group together in one administrative unit all persons performing 
the same kind of work (r\’’ping, carpentry, draftincr), or all people 
doing work requiring similar abilities fengineering, sales promotion, 
machine maintenance). In each instance the activities are grouped so 
that the work of the operators and 'or the executive is specialized. 

typer of spec taliziJtio7i. Besides functional specialization, just 
discussed, it may be desirable to become expert in some other impor¬ 
tant body of knowledge. For instance, one company dealing in indus¬ 
trial polishing supplies divided a major part of its activities on a 
product because it wasn’t reasonable to expect a man to have technical 
and commercial knowledge regarding pumice, steel wool, chamois 
skins, sponges, and felt-polishing \vheels. The company had a number 

of highly specialized men, but the basis of specialization was on prod- 
uct rarher than on function. 

Similarly the work within purchasing departments is frequently 
specialized by products rather than functions. On the other hand the 
work of a sales department may be divided between c.xport, industrial, 
an r^idential sales, with experts in each type of w ork. In fact, it may 
v'e e argued that a legal division or traffic division represents as 
much a specialization on a body of knowledge as it does on type of 


Since there are a number of forms that specialization may take 
here is an ever-present problem of w hat kind of specialists to seek’ 

reumVer f T »^he range of abilities or knowledge 

S , ^ ^ ^ specialist. Thus, a company dealing w ith quite differ¬ 
ent products, each of which requires technical kumvledgl may find 
product specia ization practical; whereas another company whose 
p ucts are all made by the same process and go to the same tyoe of 
customer may find shifting from one producf to anothranTsier 
traiiMtion than going from production to sales, and thus will have its 

mav affect "'"I'in the company, 

nere the choice of specialization is not clear cut, other oraanizf, 
ri^ow re'^hT “ ^ attention may' 

throw the balance one way or the other The fact thf,r rh.. ■ 

aa to the basis of specialization, however; do« not lesl the A k? 

-d d'e ™re homogenef^thet 

. opmgs can be, the greater the skill that is likely to be developed. 
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Facilitate control 


One of the basic tasks of administration is controlling, that is. assur¬ 
ing that performance conforms as ncarlv as possible to plans. Con¬ 
trolling is discussed in detail in Part \ \ but it is important to note here 
that the grouping of activities mav' either complicate or simplify the 
executive’s task of control. Departmentation mav have a direct bearing 
on independence of checks, clear-cut accountability, telling compari¬ 
son of results, or ease of supervision. 

Independent checks. As a general rule one activity intended to sers'e 
as a check on another should be under a separate executive. Quality 
inspection cannot serv’e its purpose veil if it is under the direction of 
a foreman who is also being pressed for volume output. In the same 
way, where accountins records are being used as a control over the 
flow of cash, it is desirable to separate record-keeping from cashiering. 
How far up the executive pyramid this separation should be main¬ 
tained is another question that we will discuss later. 

Xo cite another case of the need for independence where checking 


is involv^ed, it is neither fair nor realistic to expect a man to report on 
the unfavorable performance of an individual who at the same time 

serves as his boss. 

Deadly parallel. In some situations it is possible to facilitate control 
by establishing two or more operating units in deadly parallel. Xhus, 
chain stores or consumer finance companies with many somewhat 
similar outlets may establish zones or districts of comparable size and 
characteristics. Then sales, expenses, and other results may be easily 
compared, and the executive with an unfavorable result has a hard 
time showing that “it can't be done.” A\'hile such comparisons do not 
do the entire job of providing control standards—for example, all 
divisions may have high operating costs—they can be verv’ helpful in 


this regard. 

This particular arrangement is applicable, of course, only to t ose 
enterprises that have comparable activities in two or more locations, 
plants, or products. Even in railroad operations some of the lines hy 
out their divisions so as to permit one superintendent to concentrate 
on metropolitan areas, another on mountainous regions, and perhaps a 
third on level plains; other lines, however, have made vety ellective 

use of the “deadly parallel" concept. 

Cleat} break. /Another wav that departmentation can assist or com- 

pbeate control is by providing a “clean break" benveen operating 
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responsibilities. AA hen there is a clear and natural division between the 
w ork of one department and that of another, it is easy’' to decide which 
executive is accountable for results; w^hen the work of two divisions 
or sections is interrelated, placing responsibility is much more difficult. 
For instance, traffic and warehousing are often placed under the same 
executive, certainly not because of similarity of w^ork, but because it 
is desired to have a single executive woth full responsibility^ for the 
movement of finished ijoods to the consumer. 

A clean break between activities that are actually performed to¬ 
gether, or by the same individual, is ver\- difficult to achieve. Thus, if 
salesmen of a furniture company handle all of its products, the duties 
and responsibilities of a bedroom furniture section, a living room furni¬ 
ture section, and a dining room furniture section are difficult to 
define. Likewise, one of the major drawbacks to the establishment of 
a public relations department is that, aside from relatively minor 

publicity activities, public relations cannot be separated from other 
operations. 

The possibilit\' of setting up planning and advisory units for such 
unctions as public relations and personnel w-hile leaving the e.xecution 
of the plans to the operating people will be considered^’in Chapter 11. 
Under such an arrangement at least the operating responsibility can 
be assigned to cleanly separated divisions; there still remains the'ques¬ 
tion o whether the activities of the planning units can be defined 
clearly enough to avoid confusion and dual responsibility. Often it is 
necessary to arrive at a compromise between the desire for specializa- 

tion and concentrated attention on the one hand, and a clean break 
that wilj facilitate control on the other, 

of mperi-ision. Physical convenience of supervision is another 
aspect of control that should be considered when grouping activities, 
hor instance when accounting and warehousing activities are per¬ 
formed at a branch or district office, they may be placed under the 
supervision of the district sales manager rather than assigned to the 

L^ewll" n hundreds of miles away. 

Likewise, all selling activities on. say, the first floor of a department 

store may be placed under one e.vecutive. or all the production activi- 

tendm"^ *" ^ holding may be placed under a superin¬ 

tendent. Such arrangements may be made even where coordination 

is not a significant factor simply because the executive on the spot can 

everrm b n"!!™' more effectivefy than 

cn a more skilled person some'^stance aw^av ^ 
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The effect on executive control, then, is clearly one of the factors 
to be considered in grouping activities into divisions, sections or other 
organizational units. A clean break between responsibilities, perhaps 
the deadly parallel, or independence for checking, and occasionally 
the physical convenience for supervision are all practical considera¬ 
tions in departmentation. 

Aid in coordination 

Interrelated activities. Quite different activities may be grouped 
under a single executive because they need to be closely coordinated. 
One of the principal reasons why many stores place the purchase and 
the sale of style merchandise such as women’s dresses under a single 
executive is the need for synchronizing the time of purchase and sell¬ 
ing effort and for relating customer preferences to the selection of 
merchandise. In manufacturing enterprises it is not uncommon to find 
raw material inventory control and purchasing under the same execu¬ 
tive, even though the nature of the work is quite different; here it is 
important that a knowledge of stock on hand and rate of use be related 
to the ordering of new supplies. To cite still another example, a man 
in charge of a construction project may have under his direction such 
diverse activities as the purchase of sand and cement, the installation 
of air-conditioning equipment, and the selection of color harmony to 
be used in the foyer. Here, as in the other illustrations cited, the need 
for coordination becomes a dominant factor in the grouping of 

activities. 

Coimnon objective. Sometimes it is a particular objective or purpose 
that guides the grouping of activities. Within a personnel department, 
for instance, may be found such diverse activities as cafeteria opera¬ 
tion and employee counseling. They are related because they are two 
parts of a more general program that seeks to provide the enterprise 

with effective and enthusiastic employees. 

Similarly, it is common to find in electrical appliance companies 

that the repair service is an integral part of the sales department, even 
though the nature of repair work is much more akin to production. 
The primary purpose of the repair service is to help in making sales 
and in developing satisfied customers who will boost the product to 
their friends. Sensitiveness to consumer needs and desires is miich 
more likely when the activity is made a part of the department that 

is selling goods to consumers. i • u' 

Unity of purpose plays an important part in smooth relaaonsnips 
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and voluntary coordination. Departnicntation may seek to capitalize 
on this force. 

Most-use cTiteTion. AA hen grouping activities into orgranizational 
units, the administrator often finds a number of ‘‘orphan ’ operations. 
For e.vampJe, service activities such as messengers, central files, or 
purchase of supplies in a financial enterprise certainlv do not deserve 
status as major operating divisions, and there is no compelling reason 
for placing them in any specific spot in the organization strucuire. 

In such circumstances the “most-use" criterion may be useful. 
Thus, if It IS the sales department, or the accounting department, that 
makes the most use of central files, the filing operation is attached to 
that department. Likew ise, the reception desk may be made a part of 
the purchasing department, sales department, or personnel depart¬ 
ment, depending upon wdiich has the most callers and relies most 
frequent^v upon the receptionist to provide initial information and 
adMce. Fundamentally this most-use idea is one of coordination, 
lecause the greatest need for coordination w ill arise between the so- 

ca e ^orp an activity and the major department that makes the most 
use of Its service. 

Dcpartmentation is only one of the means for securing coordina¬ 
tion. as IV,II he explained more fully in Chapter 22. Consequently, if 
grouping acm-itics together to get coordination involves heaiT 
sacrifice of other benehts, alternative iv.ays of obtaining united effort 
should be considered at the same time. Nevertheless, when coordina- 
lon as ctucial or difficult, organizational arrangement is likely to be 
one of the most practical ways of achieving it." ^ 

adequate attention 

If a particular activity is unusually important to the success of an 
enterprise, it may desene special recognition in the organization Not 
only IS the activity likely to be placed in a separate dtvision but^l^^e 

Hhe ri^irana^Ved''*'^’ W^rarchy 

This principle is illustrated by the position of inspection in various 
conipames. In a broom factory the production foreman him e” Z 

X'lffili fu' ‘"'P'T ^ ^section reZffig 

ei viul to Z r"'L'" " I'ere reliable qualit^ 

o the success of the enterprise, the inspection may report to 
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the general manager, or certainly to a vice-president in charge of 
production. 

The same tendency exists in other fields; for example, when adver¬ 
tising is relatively unimportant it may be a section under the sales- 
promotion manager, whereas in a department store the president of 
which considered advertising the key to success, it was a major de¬ 
partment reporting directly to the chief executive. Again, the position 
of purchasing may range all the way from local operating managers 
to the president, depending upon its importance to the enterprise. In 
this area a distinction is sometimes made between the type of product 
purchased; relatively unimportant operating supplies may be pur¬ 
chased locally, whereas the principal raw material, such as tobacco for 
cigarette manufacturers, cotton for a textile mill, or crude oil for a 
refinery, is purchased by a unit reporting directly to the chief execu¬ 
tive, if not by the executive himself. 

As an activity becomes more or less important due to economic 
changes, its position in the organization structure should change. 
Thus, as emphasis in American business shifted from production to 
selling in the 1920 ’s, there was a marked rise in the status of the chief 
sales executive. More recently the increased emphasis on human rela¬ 
tions and the rise of strong unions has greatly increased the number 
of companies in which the personnel executive reports to the top 
operating official. 

The “adequate-attention” criterion is important because of two 
natural human tendencies. An executive or an operator with a variety 
of duties cannot give first consideration to each of them, and through 
pressure of work or lack of interest it is entirely possible that one or 
more of the duties wdll be slighted. If the activity—for example, adver¬ 
tising, purchasing, traffic, or industrial relations—is made the sole or 
primary duty of a particular division, it is sure to receive the attention 
of at least this unit in the organization. It may be noted in passing that 
this reason, along with the benefits of specialization, are the chief 
justifications for many service, advisory, and other auxiliary divisions. 

A second consideration is the difficulty of communication through 
several layers of supervision, a characteristic of human association 
which is discussed more fully in connection with span of supervision 
(see Chapter 15 ). If an executive considers a particular matter of such 
importance that he personally wants to review the facts and partici¬ 
pate in the decision with respect to it, then an organization that 
provides for direct access between this executive and the division 
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handling the matter simplifies the communication. Xhe facts and rec¬ 
ommendations may be presented directly to the executive with less 
risk of omissions and misinterpretation than occurs when an inter¬ 
mediate executive presents the case; and the executive has more assur¬ 
ance that his orders or his plans will be properly understood and 
carried our. 

1 he c.xecutive can rarely apply the adage, “If you want a thing 

done right, do it yourself,” but he can secure adequate attention by 

placing the important activity in separate organizational units and 

then tying these units in at a relatively high place in the administra¬ 
tive hierarchy. 

Before leaving this point of adequate attention, it may be noted that 
this criterion often clashes with other considerations and may call for 
some compromise to secure the optimum arrangement. For e.xample, 
the separation of an activity and “moving it upstairs” may create 
problems of coordination at the operating level. Certainly when an 
activity like negotiating a contract with the labor union gets far 
remo\ed from the location where the work takes place there is real 
danger that the agreement wdll not be adapted to actual operating 
conditions. Also, the adequate-attention criterion tends to break up a 
basic pattern in the organization structure; thus, where the major 
operating divisions arc based on products the segregation of a par¬ 
ticular function makes a rift in the pattern; or, the establishment of a 
separate product division in a predominately functional organization 
may cause confusion. In such circumstances it is necessary to weigh 

the benefits of more adequate attention against the difficulties of co¬ 
ordination or confusion that may result. 

Recognize local conditions 

Perhaps this factor should not be listed at all, because there is a 

tendency to give it too much rather than too little attention. From a 

practical sr.mdpoint, how ever, the adaptation of the departmentation 

to t e pcrs4jnnel available and to the operating conditions makes a lot 
of difference in the effectiveness obtained. 

Adjusttnents to avjilahle personnel. Important in this connection 
are the personahnes of the executives who will staff the organization, 
or example, a careful review of the organization structure of one 

^ ^or a single sales executive who 
would be responsible for advertising, sales promotion, direction of the 

salesmen, active participation in line budding, pricing, control over 


140 


DEPARTMENTATION 


finished-goods inventory, and related problems. However, the com¬ 
pany had a sales-promotion man who was original and creative but 
lacked the stability and analytical ability to regulate inv^entory, set 
prices, and administer a large group of people. And, on the other hand, 
it had a sales supervisor who did an excellent job of directing the sales¬ 
men and making contacts with customers, but had very little original¬ 
ity or sense of design. Neither man was qualified for the top position, 
each was too valuable to dismiss, and the introduction of an additional 
executive above them would have been both expensive and disruptive 
to morale. Consequently, it was decided to have both men report to 
the general manager, recognizing that he would have an additional 
burden of coordinating sales activities. 

Astute observers of organization have repeated time and again that 
organization should decide the need for personnel rather than have 
personalities dictate the form of organization. An organization built 
around personalities is likely to give too much emphasis to some activi¬ 
ties and not enough to others, and there is need for a major reshuffling 
of duties each time an executive retires or is promoted. The best prac¬ 
tice is to design an organization that will best serve the purposes of 
the enterprise, and then select executives who are qualified for the 
positions created. 

Desirable though this sequence may be, it may not be practical, 
particularly in a small company. Executives with the required abilities 
may not be available, except at great expense of money and morale, as 
in the instance cited above; or there may be men of unusual ability 
who can carry more duties than contemplated in the theoretical 
organization. In such circumstances a modification of the original 
plan to fit the men available may be the best arrangement. The least 
damage will be done if these adaptions are recognized as temporary 
provisions and plans laid for a return to a more logical pattern when 


replacements are necessary. 

Recognize in^oTTnal groups. Another local factor to which adjust¬ 
ment may be wise is the pattern of informal relationships that exist 
among employees. The sociologists lay great stress on what is some¬ 
times called “informal organiz.ation”; that is, the social grouping and 
relationships that inevitably arise when people are associated together. 
These informal groups may arise from a common interest in baseball, 
similar family backgrounds, racial or religious factors, age, inoral 
code, political beliefs, or any factor that promotes friendly association; 
and liecause of their informality a single individual will belong to 
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several such groups and may drift in and out of still others. Since these 
social relationships have an important influence on the effectiv^encss 
until which the people work, they should be recognized in the estab¬ 
lishment, and particularly in the staffing of an organization. 

Just as it is true on a ball team that there are certain combinations that 
click, so too will a given arrangement of duties work well or poorly 
with particular combinations of people. Xhe now classic Western 
Electric Company experiment showed that the mere chani^e of seating 
arrangement of five girls reduced their combined output by 20 per 
cent; and there is no reason to suppose that the social relationships do 
not have as strong an influence on the behavior of executives. Here 
again it is desirable to set up the organization structure and then insist 
that positions be filled by individuals who are concrenial with one 
another; but, in a given situation and with a limited number of candi¬ 
dates to choose from, sometimes more effective results will be achieved 
1 t e organizational pattern is adapted to these e.xisting social jrroups. 
t should be noted, however, that just as certain abilities mav^ be 
eveloped within an individual by training, likewise it is possible to 
modify at least to some extent the social groupings. This point will be 
considered further in the chapters on supervision. 

Where a closely knit, informal group is present, an organization 

ciange that upsets this group may cause considerable dissatisfaction. 

In such situations the advantages of making the shift should be sub- 

stantial, and special effort should be made to get the group to see why 
the change was necessary. ^ r 

Full-ume jobs. Still another inherently local consideration is the 

cnmnln “.k Fof instance, in a small 

dated because there are not enough duties to beep a high-calibre man 

busy in either position unless he spends a large portion of his time on 

routine work that can easUy be done by a cferk. Sometimes o^ Mdl! 

find such miscellaneous responsibilities as supervision of telephones or 

messengers assigned to a given executi^’c for no other reason^than that 
he was carrying a relatively light load. ^ 

of'some'nrod ^ "^-^^i^ble to centralize the activities 

in specluauinmTnr ° " T"""" "''«tment 

riiafjTh sitnrttions the organizational patirn 
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Reduce expense 

By no means unimportant in the process of departmentation is the 
consideration of expense. The creation of a public-relations depart¬ 
ment, a separate purchasing division, duplicate accounting units in 
each of several plants, a number of self-sufficient product divisions, or 
other elaborations of the organization pattern all cost money. Addi¬ 
tional e.xecutives may be required and with them more office space, 
secretarial help, and other services. So, when two or more arrange¬ 
ments are possible, one of the things to think about is the number of 
executives and operating personnel required, and their respective 
salaries. The least-expensive arrangement is not necessarily the best 
one if it is relatively ineffective. But if a more elaborate arrangement 
is adopted, its additional benefits should very clearly exceed the addi¬ 
tional expense. 

This matter of expense may influence organization at all levels. For 
example, in the retailing of milk and providing residential laundry 
service, it is almost universal practice to combine both selling and 
credit work, because the expense of having specialists in each field 
contact the customer for relatively small amounts would far outweigh 
the benefits that might be secured. Similarly, simplification in office 
procedure can often be obtained by assigning two or more operations 
to a single individual. Such combinations of duties may require the 
employment of more-versatile and higher-paid personnel, but sig¬ 
nificant economies are secured in getting the work to the employee 
(or the employee to the work), and the improved coordination with 
respect to a particular transaction is likely to offset any lack of 
specialization. 

At higher levels the expense is often a major factor in the decision 
to establish a service unit. For some divisions such as purchasing, the 
financial savings obtained by the central unit may be estimated with 
some degree of accuracy and balanced against the direct expense; 
unfortunately, the burden of additional red tape and inflexibility, 
which should be included as part of the e.xpense, is almost impossible 
to measure in financial terms. The benefits of other specialized divi¬ 
sions, such as employee training or public relations, defy accurate 
measurement; and here the expense of the proposed division must be 
balanced against an intangible benefit. One of the most difficult deci¬ 
sions of the administrator is to determine to what extent, if at all, his 
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enterprise or deparrment^is u’arranred in setting up a more elaborate 
11 ^ specialized to^n of organization. 
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tion suited to his own particular circumstance, and in so doin<r he 
must weigh one possibility against another. 

There is need to keep an organisation well-adapted to current 
operating conditions. Tlie people who fill the positions may i)e pro¬ 
moted or transferred to another job. Shifts in competitive conditions 
may make functions such as purchasing or advertising more, or less, 
important. Changes in volume, technology’’, or other conditions take 
place frequently. The executive must be continuously alert to such 
changes and decide w’hether they call for at least minor adjustments 
in his organizational arrangements. 

In this balancing and refining process, which is the more difficult 
aspect of departmentation, there are a number of underlying factors 
that deserve careful consideration in almost every instance. The ad- 

m 

ministrator should take advantage of specialization, facilitate control, 
aid in coordination, secure adequate attention, recognize local con¬ 
ditions, and reduce expense. (See Figure 16.) All of these factors 
cannot be achieved to a maximum degree at the same time; so the 
wise administrator seeks an optimum arrangement in terms of his 
particular objectives and the particular situation in which he operates. 

Departmentation is also influenced by the use of staff and func¬ 
tional authority relationships, the decentralization of authority, the 
span of supervision, and a desire for a consistent or symmetrical or¬ 
ganization structure. These aspects of organization will be taken up 
in succeeding chapters. 
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division such as he is advocating, and he quite naturally cites illustra 
dons of enterprises where this particular form of organization has 
been beneficial. If all such advice were accepted by a single company 
there would be an array of specialized helpers far outnumbering the 
actual doers. In practice there is no categorical answer as to the most 
desirable duties and position of a purchasing division, legal office, 
warehousing section, or other auxiliary unit. Each company should 
establish such divisions in accordance with its own needs. 

Three fundamental issues that arise in this connection arc the 
following: 


1. Can the particular activity be separated advantageously from basic opera¬ 
tions? 

2. Should the segregated activity be combined into a single division, and, if 
so, where should it be attached in the organization structure? 

3. What should be the relationship between the auxiliary unit and other 
parts of the organization? 


Separation of service activities 

The desirability of separating service activities from basic opera¬ 
tions is really a special case of departmentation. This topic has already 
been discussed in the previous chapter, and the factors that typically 
decide such questions were considered in some detail. 

Adviintitgcs of sevvicc dii'isioiis. Generally, the reasons for segregat¬ 
ing service activities focus on the advantages of specialization and 
the need to secure adequate attention. Special skills and knowledge 
clearly a factor in the establishment of a statistical, traffic, real 
estate, legal, or engineering division. In most situations, problems of 
this sort "do not occur often enough to warrant the employment of 
operating men with technical competence in these specialized areas. 

In addition to the matter of technical competence, it is likely that 
the sales, production, or other operating executive will be so involved 
with his major activity that the minor activities and those that occur 
infrequently will receive scant attention. This is not necessarily a 
criticism of the executive, since it would not be efficient for him to 
spend a high proportion of his time on such matters as office services, 
purchases of supplies, warehousing, or routing traffic. In other words, 
the operating executive who is relieved of responsibility^ for auxiliary 
activities can often perform his primary task more effectively. 

Disadvantages of separating services from operations. The reasons 
for not separating the service activities usually center around pro - 
lems of coordination and of overhead expense. Some service acuvmes. 
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such as janitor service, warehousing, and traffic, present no particular 
difficulties of coordination if separated from basic operations. How¬ 
ever. statistical computations, internal transportation, legal review of 
activities, aud a large part of personnel work typically are very closely 
related to day-to-day operations; the performance of such work by 
a separate division creates additional problems. ^Vhere the need for 
consistent and synchronized action is frequent, it may be wiser to 
sacrifice some skill in performance to secure greater harmony. 

In this connection it should be noted that one danger of functional 
specialization, such as is found in most service divisions, is that it 
leads to provincial thinking. The functional specialist (like the urban 
New Worker) permits his sophistication in one area to delude him 
into a misconception of and disinterest in other areas. In his zeal to 
perform his particular specialty v'ell, he becomes careless about the 
effect of his action (or lack of action) on related activities. This dan¬ 
ger of provincial thinking is particularly serious when (1) the service 
IV is'ion IS attached high in the e.xecutiv'e hierarchy and arrogance 
of men in the service unit can be checked only by a top officiaf who 
has little time to consider detailed operations, and (2) when the num¬ 
ber of so-called ser\ ice divisions is large and the operating executiv'e 

lacks rime and energv^ to check up and negotiate with a variety of 
“helpers.” 

Service divisions cost money in terms of salaries, office space, and 
the like. They often produce substantial economies so that this ex¬ 
pense is offset by a comfortable margin, but this is not always the 
case. The returns from such activities ^ market research, engineering, 
and personnel relations are often difficult to measure, and it is en¬ 
tire! v possible to expand these and similar activities to a point where 
additional savings are not equal to additional expense. More likely 
is a failure to adjust service activities to reduced opportunities for 
making savings. The operation of such departments tends to be a 
fixed ox erhead item which is not reduced with a drop in volume of 
operations. Or a division that originally served a useful purpose may 
le continued long after its usefulness has passed. This danger of an 

inflexible e.xpense item should be watched when setting up special 
auxiliary units ot the organization. ^ 

in examination 

.ce umt should rarely be taken as a foregone conclusl^^, and the 
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extent of the service is slmost nlw'iivs 3 topic csllintj for 3 coiisidcr.ililc 
amount of judgment. There is at least one eencralization that it is 
well to bear in mind when dealing with such issues. The burden of 
proof should always rest on the separation of service <irom basic- 
operations. Ev'ery step in this direction increases to some extent the 
complexity of the organization; therefore, unless a stroiUT case can 
be made for the separation, it is wise to leave the activity as a basic 
part of the operation. 

Place of service unit in organization 

A decision to separate a particular activity from basic operations 
inevitably raises the issue of where this activity should be placed in 

the organization structure. Sometimes the activity is centralized in a 

0 

single department that serves all other parts of the enterprise, but in 
other circumstances, such as warehousing in a companv’’ with a number 
of plants, several service units are established. The choice between 
one unit or several depends primarily upon a balance between the 
economies of a single unit and the need for providing the service in 
close proximity to the major operations. However, as we shall see. 
the matter of control sometimes enters into the decision. 

Single versus duplicate units. A single service unit is often able 
to secure the maximum economy, particularly in the medium- or 
small-size enterprises, through concentrated attention, standardization 
of routine, specialized technical knowedge, and distinctive skill of 
personnel in the centralized unit. Moreover, the volume of work may 
be onlv’^ large enough to justify the employment of a single set ot 
experts in, say, insurance or traffic, or a single installation of expensive 
equipment, as in the case of punch-card tabulation or printing. The 
pressure of economy of overhead may dictate a single division. 

Important as these considerations of efficiency and cost may be, it 
should always be borne in mind that the service units must be closelv 
coordinated with the main stream of operation. The farther removed 
the auxiliary unit is from the operations it serves, the greater are 
the problems of coordination. To cite an extreme case, secretarial 
work is rarely performed by executives themselves, yet the impor¬ 
tance of coordination with respect to timing of the service, familiarity 
with the local situation, and particular needs of the individual ex¬ 
ecutive results in a wide number of secretarial units attached to the 
particular operation they serve. Only where considerable standardiza¬ 
tion of secretarial service is feasible and/or where there is wide 
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(AJ OfQonization with no service division} each operating 
section performs its own auxiliory octivities. 



fBI OrganizoTion with service units in each operoting deportment 





Figlrf 17 Diagram Show ing Alternative Arrangements of Service Hi 
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fluctuation in the need for such service are centralized secretarial pools 
likely to be found. 

The need for coordination between the service division and opera¬ 
tions often results in the establishment of several materials storerooms 
adjacent to actual fabrication, separate purchasing offices at each 
plant in a multi-plant company to procure at least some of the re¬ 
quirements, and localized accounting units. Moreover, if the volume 
of service work needed in a particular location or by a single depart¬ 
ment is large enough to provide the principal benefits of specializa¬ 
tion, then several service units may be established to secure easier 
coordination with operations without sacrificing efficiency. For ex¬ 
ample, some large manufacturing concerns are able to provide engi¬ 
neering service in each of their operating divisions; they then either 
have no central engineering department at all, or limit its activities 
to research and special laboratory work. 

Location in organization structure. Related to the choice of one 
versus several service units is the question of where such units should 
be attached in the organization structure. It has been argued that 
any service unit that serves several operating departments should re¬ 
port to the executive who supervises these departments, thus assuring 
fair treatment to each department. The executives of the service itself 
are likely to support this view because it tends to place them directly 
under a^op eL'cutive, which gives them more'^social stature and 
more independence of action relative to subordinate executives. 

It should be noted, however, that this approach followed to its 
logical conclusion would place a large number of divisions directly 
under tlie chief executive. Thus, the directors of statistical, purchas¬ 
ing, real estate, legal, office, maintenance, or janitor services could 
lay claim to a position, perhaps minor, at the “head table.” In a simi¬ 
lar manner there might be pressure to put several service units di¬ 
rectly under the sales vice-president or production vice-president. 

As will be discussed in Chapter 15, there are definite limits on the 
span of supervision of any executive, and for this reason it may not 
be practical to have the service units report directly to a top official. 
Occasionally, the service units are collected together under a single 
service executive, but more often each minor service unit is placed 
under that executive whose department makes the most use of the 
service. It is understood, of course, that the unit will continue to serve 
other departments, even though it is supervised by an executive who 
otherwise has no direct concern with their operations. 
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In a manufacturing firm, for example, the maintenance and janitor 
serv'ice may be placed under the production executive because the 
bulk of these activities are concerned with production facilities. On 
the other hand, duplicating, telephone, messengers, and similar office 
serv'ice activities may be placed under the sales vice-president or the 
controller. Similarly, a single purchasing division may be found with¬ 
in the production deparmient, even though it is also responsible for 
the procurement of office supplies. AA here there is no sharp com¬ 
petition for a service, this arrangement may work fully as well as 
having the service unit report to a higher e.xecutive. 

In general, then, w hen it has been decided to have a single service 

unit, this unit will be supervised by the operating executive of the 

department making most use of the service (or by a general service 

executive if there be one) unless the activity is of sufficient importance 

to justify immediate supervision by a top-ranking official or by the 
chief executive himself. 


Duties of central and of local units. In a large enterprise it may be 
desirable to ha\ e both a central division under a chief executive and 
subsidiary units in the operatmg departments, provided the service 
in question is of major importance. For example, a company of ten 
thousand employees often has a top personnel executive, and also 
personnel officers stationed in the major operating departments. Like- 
'»isc, a manufacturing company with several plants may have a 

orthe purchasing agents located in each 

Under this arrangement the central, or headquarters, office; typi¬ 
cally (1) performs a limited number of readily separated activities 

guides, through a staff relationship 

oner^r T • of the subsidiary units in the 

operating divisions. ^ 

In the case of purchasing, for example, the local purchasing agent 
ZvmTZ Z T inventories and incoming 

riX to P'“duct,on deliys due to lack of mate^ 

executives. «,d to work with the!e 3,1™“ 

the other hand, may undertake m h.., __ r , » 


^ Staff aod foocdonal rdationshi 


ps are ex 


plained in Chapter 11. 
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all materials used in large quantities, especially when quantity dis¬ 
counts, reciprocities, or other benefits of unified action are involved; 
establish general purchasing policies with respect to size of inven¬ 
tories, relationships with vendors and the like; and give technical 
advice and instruction to the local agents. Likewise, where there are 
both centralized and decentralized personnel units it is necessary to 
define the functions of each. The local personnel officers may cover 
all rank-and-file personnel within the local departments while the 
central division concentrates on executive personnel, company-wide 
dealings with unions, personnel research, and similar activities. 

Occasionally, these local outposts are under the direct supervision 
of the central office, their only distinction from the central unit itself 

m 

being their physical location in an operating department. Where in¬ 
dependence from operations is desired, as in the case of auditors, this 
may be a practical arrangement. Usually, however, it is preferable to 
have the local unit a part of the “team” under the local operating 
executive, with only indirect supervision from the central unit. 

Dangers in multiple unit setup. Since this arrangement of a central 
service unit plus corresponding outposts in operating divisions has 
the beguiling appeal of providing the benefits of both a single division 
and of units closely associated with operations, it is well to be fully 
aware of the implications of the arrangement. Usually, the central 
unit is expected to do some of the planning for the local units. The 
desirability of centralization of planning, contrasted with decentraliza¬ 
tion, will be discussed in Chapter 12, and it is sufficient to note here 
that there is real danger of too great a degree of centralization, par¬ 
ticularly if the headquarters unit has excess personnel. 

Also, there almost inevitably arises conflict of loyalty on the part 
of the service unit in the operating department. Often the real burden 
of selecting men for these posts rests with the central unit, and the 
chances of favorable transfer and promotion are determined pri¬ 
marily by the central unit. The local-unit man receives many of his 
instructions from headquarters and may well receive more sympathy 
and understanding of his problems from this source. As a result, he 
may feel more loyalty toward his central staff unit than toward his 
immediate boss in the operating department he is supposed to sen^e. 
This “Loyalty to Profession”—or in the military service, loyalty to 
corps—may assume serious proportions, and there have been occa¬ 
sions when the service unit became so strong that it usurped the 
power of the operating officials. A more likely danger is that the 
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local servicing unit will fail to provide the assistance to the operating 
unit that was contemplated in the original plan. 

There is a further question as to whether the enterprise can afford 
to have both a headquarters unit and local operating units, since this 
tends to increase the overhead expense. For distinctly local services, 
such as warehousing, telephone service, and the like, a voluntary 
exchange of ideas and e.xperiences among several local units may pro¬ 
vide as much pooling of ideas as is practical. 

The place of the service unit in the organization structure depends, 
then, on the number of units established, the importance of the service 
to the total operation, the ease or difficulty of coordinating tlie serv¬ 
ice with actual operations, and, for large enterprises, the desirability 
of having both a central unit and local units. 


Relation of service units with other departments 

When a service unit performs a clearly separable and subsidiary 
activit^^ its relationships with other departments are relatively simple. 
Thus, there need be no problems with respect to janitor service, 
duplicating serv'ice, or arranging for the transportation of goods. Once 
there is a clear understanding of what services are to be performed 
in the separate unit, there is continuing need only for ascertaining 
requirements and checking to be sure that services are performed on 
time and in a satisfactory manner. As already indicated, the operating 
executives are often glad to be relieved of the responsibility of di¬ 
recting these somewhat specialized activities. 

The relationships are more complicated, however, when the serv¬ 
ice unit also rakes on a control function, and when it undertakes to 

^t up a plan that is to be executed by the operating department. 
Each of these types of relations will be explored brieffy 

Lse of concurrent authority for control. Sometimes the role of the 
service division extends beyond assistance that is requested by the 
operating deparmient. The service division may be asked by a top 
execunve to approve the desirability of proposed actions by operating 

fom, ,r paper, coltu .nk of ink used, and similarfeatures of thforo- 
l^e oiuments. Here the printing division is attempting to secure 

u ulorm.ty m presentation, perhaps improvement in quality and cer 
rainly economy in printing costs. and cer- 

A similar situation arisesVhen the purchasing department not onlv 
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does the actual procurement of the goods needed, but also joins in 
the decision that the goods requested are actually necessary in the 
particular quality specified. Such situations may, at first glance, ap¬ 
pear to be a lack of clearly defined responsibilities, and this all too 
often is the fact. The arrangement, however, may be created inten¬ 
tionally. The service unit is given an added responsibility for control, 
and for this purpose is given concurrent authority. Both the operating 
department and the service division must concur on the desirability 
of the action before the service division proceeds with its function. 

The need for an inspector’s approval before goods are shipped or 
moved on to a further stage of processing is familiar in manufactur¬ 
ing and distribution enterprises. But, it is important to define the 
grounds on which approval may be withheld. Can a man \vho ap¬ 
proves the printing of new forms, for example, refuse to give his 
O.K. because he is not in favor of the activity for which the form is 
designed, or is he merely to confine his attention to format? Does 
a procedure requiring “legal approval” of all new contracts empower 
the company lawyer to pass judgment upon the strategic and eco¬ 
nomic soundness of the transaction being recorded? Should the per¬ 
sonnel department’s authority to approve all transfers and promotions 
enable it to hamstring a change in organization? Let he who hath 
not experienced thwarting interference from such sources as these 

take heed and beware of concurrent authority. 

The use of service divisions for control purposes often leads to 
delay, since difference in opinions must be resolved, either by nego 
tiation or by appeal to higher authority. If several levels of super¬ 
vision are involved, this may mean a series of negotiations and 
sometimes difficulty in securing the necessary time from the final 
arbiter, the common executive. Also, there is confusion of respon¬ 
sibility, not for action taken, since both the operating department an 
the control unit have concurred in such a decision, but for failure to 
take action. If there is not agreement, then often nothing happens^ 
And yet it is difficult to place responsibility for this failure ot 


^^Comequently, a service division should be given a control doty only 
when it is very important to guard against mistakes. The ^ 

upon which approval may be withheld should be careful y speci e , 
and the arrangement should probably apply only to actions where 
some delay will not seriously hamper operations. The authority o 
a personnel department to approve the transfer, promotion, or is- 
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charge of an employee, the authority of a legal department to ap¬ 
prove each contract from a legal (not substantive) point of view, the 
approval by a controller of major capital expenditures from the point 
of view of adequacy of approved budget-these are examples of situ¬ 
ations that normally would meet these tests. Of course, to the extent 
that the service divisions are placed within the operating department 
and the operating executive has authority to override their veto both 
elfecti^.ness of the control and the dangers of its abuse are reduced 
Covibnmtwn of service and staff activities. A somewhat different 
complication arises when a service unit prepares plans to be executed 
by the operating or other divisions of the company. Here we find 
that the service division assumes the role of staff, which will be de¬ 
fined and explained m Chapter 11. As is noted there, the recom¬ 
mendations of the staff become effective either because the operating 
executive voluntarily accepts them, or when they are issued by (or 
m the naine of) a senior operating executive. Occasionally the^staff 

uIT; " f '-hnical and 

unimportant subjects. ^ 

m natural for some service units such as engineer- 

one' oT pro" ’ T 
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procedure, the personnel director may exercise functional aiith()rir\y 

Thus, this single division renders auxiliary service, controls, plans 
and advises, and exercises functional authorirv'. Unless special effort 
is made to inform all employees of the responsibility of the personnel 
department with regard to each of its activities, confusion will prevail. 

This diversity of relationships is also illustrated by a controller 
who, in addition to performing a large body of accounting activitx’ 
within his own department, often works on budget, expense control, 
and perhaps economic forecasting. In some concerns, engineering is 
still another example. 

While such composite relationships are always open to misunder¬ 
standing and simplicity in organization is highly desirable, practical 
considerations may dictate that the service unit be assigned a multiple 

task. 

Summary 


The separation of service or auxiliary activities from basic opera¬ 
tions often adds to the efficiency of an enterprise. Although such an 
arrangement increases the complexity of the organization structure, 
it also permits specialized and concentrated attention on particular 
activities that may be poorly executed if left combined with major 

operations. 

This segregation of an activity raises the issue of whether there 
should be a single service unit or several such units attached to various 
departments of the enterprise; and there is a related question of where 
these units should be attached in the executive hierarchy. The solu¬ 
tion of this issue appears to hinge largely on the volume of work 
encountered, the importance of the activity to the enterprise, the 
people and traditions within the company, the difficulty and impor¬ 
tance of securing coordination between the service and operating 
departments, and the desirabiliu^ of giving the unit control as \^e 

as service responsibilities. , . . , i • 

A further issue that frequently presents itself is lUSt what relation 

the service unit is expected to have with the operating departments. 
The dominant characteristic of a service unit is, of course, the py- 
formance of activities that are useful in assisting the operating de¬ 
partments in their major tasks. In addition, for purposes of control, 
the units are sometimes given concurrent authonw vith resjpet to 
what should be done. Not infrequently, a major service of a division 
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is advice ro the operating executive, and to this extent the service 
department becomes stalT in nature. 

Throughout the discussion ot service units there has been a recur¬ 
ring theme of the danger that service units will become overlv large, 
bureaucratic and indexible in operation, unresponsive to operating 
needs, and add unduly to the complexirv’ of the organization struc¬ 
ture. Th« means that in their creation and administration care must 
^ exercised to preserve the service aspects of their existence. In 
fot»tbaII terminology, we n.ust remember who is running interference 
and who IS carrying the ball; both have essential contributions to 

make, but unless the interference sticks to its facilitating role we’ll 
conic out ^t the sni^il end of the score. 
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Chapter 10 


THE PROCESS OF DELEGATION 


Administratwe organization, by its very nature, creates executive- 
subordinates relationships, and it also creates a variety of departments 
and divisions that frequently are intimately related. It is vital to good 
administration that these relationships be wisely defined and clearly 

understood. 

Need for clear relationships. The confusion that arises when rela¬ 
tionships are fuzzy can be suggested by’" two brief examples. A 
medium-size manufacturing company employed a new office man¬ 
ager. In addition to supervising the office force, the man was assigned 
the duties of modernizing the accounting sy^stem, introducing me 
chanical office equipment where appropriate, preparing reports regard¬ 
ing various divisions of the business, and making recommendations 
for improvement in operations based on his analysis of the account¬ 
ing and statistical data. He was “given authority” over these ac¬ 
tivities, and proceeded not only to make rapid changes in operations 
under his direct supervision, but in his reports on other divisions 

recommended as drastic changes in their activities. 

Within a few months he found that members of his own division 
were not complying with his instructions and, in fact, threatened to 
resicm rather ffian comply with certain “unreasonable” demands. 
These employees were encouraged in their defiance by wor 'ers^ ^ 
other divisions who were greatly annoyed by the presumptuous criti¬ 
cism of their work. Actually, the president had no intention that t e 
office manager should proceed in this manner, and it soon became 
evident that the confusion over authority had reached a point w ere 

the office manager had to be removed. r j 

A larcre multi-unit company, to cite another example of contused 

rclationSiips, decided to decentralize authority to its various pant 

managers, while at the same time retaining a number of service un , 

•mcluding a purchasing office, for the entire 

of one of the plants was interested in improved packaginj^ 
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product, and in cooperation with a package manufacturer developed 
a distinctive new container. The local purchasinq' agent was arranq- 
ing for manufacturer’s delivery of the new package A\'hen the central 
purchasing office raised a question about the auth(;rity of the local 
plant to purchase such material without approval from headquarters. 
Before long, the authority of the central sales promotion department 
was also involved, and it was six months before the new package 
was finally approved. In the meantime, the packing, warehousing, 
and sales divisions were all uncertain as to how to proceed, particu¬ 
larly since the jurisdictional issues overshadowed the minor differ¬ 
ences regarding the proper design of the ne^v package. 

Th^e major issues arising in connection with organizational rela¬ 
tionships can be grouped under three broad questions: 


1 . 

2 . 

3. 


What happens to authority and responsibility in the process of delegation 
How can the ideas of staff and functional authorin' be used to adva'ntapc 
Under what conditions is “decentralization” desirable? ® 


This and the following rwo chapters are devoted to a consideration of 
these questions. 

examined underlying principles of delegation will be 

e.xamined. When an e.xecutive delegates a job to a subordinate there 

IS a change in both authority and responsibility. These are slippery 

gaLn Wil ’ t principles related to dele- 

essential to understanding the relationships created in the process nf 

provide a basis for the examination of staff and 
decentralization in the following chapters. ^ 

Different Me.4nings of Authority 

doubts 1 

n>aintena„ce engiLk elite 7:" 

changers, the shonsnnpr;,.^d calling m an authority on heat e.x- 
his authority, a„S the contX aZotes thtelf f"'“'’’'’S 

*ing ..erent by the word 
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delegation of authority and responsibility, it is important to know 
what we do, and do not, mean by this w'ord. 

Legal authority 

Authority is often thought of in a legal sense, that is, whether an 
individual is legally permitted to take an action. With respect to 
enterprises, both public and private, there is a large body of law 
dealing with the authority of individuals to act on behalf of the 
enterprise. Primary attention centers on some member of the enter¬ 
prise-president, purchasing agent, salesman, et cetera—in his relations 
with outsiders. Who is authorized to represent the enterprise, when 
is a contract binding, and similar legal questions are involved. 

In private business, legal authority usually is not of particular con¬ 
cern in the administrative process. Legal authority is assumed to follow 
administrative authority. In fact, if there is any question on this point 
it is not uncommon to give a man far more legal authority than he is 
permitted to exercise in actual operation. For example, the board of 
directors may pass a resolution giving several individuals legal au¬ 
thority to sign checks on the company bank account, and then proceed 
to set up a variety of internal controls that seriously restrict the ex¬ 
ercise of this legal authority. Similarly, the bylaws of many corpora¬ 
tions authorize the president to buy and sell property, borrow money 
on behalf of the corporation, and make other major commitments, 
but in actual operations it is w^ell understood that the president is not 
expected to take such action without the approval of the board of 

directors. 

This arrangement of having legal authority exceed the limits of 
administrative authority adds significantly to the flexibility of opera¬ 
tions. It also follows the general tenor of the law, which as a rule 
does not attempt to inquire into internal administrative arrangements, 
but presumes that an employee active in some field is legally authorized 

to represent his company in that connection. 

Any executive or other employee of the company should, of 
course, be fully aware of the actions he is permitted or required to 
take by law% just as any citizen is expected to know the laws of the 
community in which he lives. Aside from recognizing these restric¬ 
tions and making sure that broad delegations of legal authority have 
been made, the processes of administering a business are not legal 
in nature. It may be noted in passing that the public administrator is 
in a somewhat different position, because (a) unlike the businessman. 
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he is presumed to have only the authority that has been explicitly 
granted to him, and (b) the pervasive influence of governmental 
action, along with a public insistence on equity in the treatment of 

individuals, creates a much greater reluctance to delegate legal au¬ 
thority to those in lower echelons. 

In dealing with organization problems v'ithin private business then 
delegations of authority should be made in teLs of adminisirativ^ 
feasibility; and whatever legal authorizations may be necessary should 
conform to, and certainly not confine, approved administrative action. 


Technical authority 

It is also common to use the word authority to refer to a perso 
who is a recognized expert in some particular "field; for e.xamplc, wt 
speak of a man as an authority on banking, and another man as an 
authority on internal combustion engines. This recognition of one’s 
opinion may be called technical authority. 

Teclmical authority has a bearing on administration, because people 
are inchned to accept and act upon the advice of a recognized expert 
in the field. For example, a young man in the accounting department 
may have played an active role in the revision of a cost accounting 
procedure. Later, when questions arise as to the treannent of an 

HnnrHshould be 
done. His decision is adopted, not because of any position he occupies 

|nd,v.dua who probably knows nrosr about the partS sub.ect 

Se advice „r' one maLal for'anmher m 

for a raise, mamly because these individuals are rccomiized « m 
thonties on such matters. ^^’-t)j,nizea as au- 

It is important to remember that technical authority adheres to rh^ 

position, and is not something that an eveL^ 'o 

assign. Obviouslv, when fillin! a vacant77, 

is desirable to select an individual who is an au,hT“” ’T*'"" " 
tion involved, for then the new!,. j nn the opera- 

administrative authority anS recLTc^TuteX^ 

possible, however, particularly when the executive 

variety of activities. ^ xetutive position covers a 

^Vith resnprt- m o _i_ ■ . 


an 
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old employee, an outsider such as a union official, or an equipment 
salesman will have more technical authority than the executive in 
charore of the activity. Where this is the case, the wise executive will 
consult the man with technical authority and frequently will follow 
his advice; or if this is not possible, he will try to make clear to the 
employees who normally would follow the man they consider the 
expert that there were sound and compelling reasons for adopting a 
different course. 

Thus, technical authority may influence specific delegation or 
supervision; a man may be given training and experience to help him 
develop technical authority; but, it is not something that can itself 
be delegated. 

Ultimate authority 

There is still another type of authority which, for want of a better 
term, may be called itltmiate authority. It deals with the original 
source from which one derives the right to take certain actions. Thus 
we find the Pharisees asking Jesus: “By what authority doest thou 
these things?^* And in more modern times we have the basic philo¬ 
sophical questions over the divine rights of kings, the underlying 
dominance of a national state, or authority derived from the expressed 

will of the people. 

In this regard sociologists point out that, whatever the philo¬ 
sophical concept, it is only as a vast majority of people in a particu¬ 
lar nation or state consent to be governed by a set of rulers or under 
a system of laws that government agencies (or business corporations) 
obtain authority to use social resources and direct individual action. 

That is, in any type of society there must be general acceptance of 
some form of government and group of leaders before we can begin 
to discuss administrative organization and the delegation of authority 
from one executive to another. Far-reaching as this concept of au 
thority may be, in a practical discussion of administrative processes 
it is necessary to assume that the social structure has located authority 
within certain administrative enterprises. The assumption is made that 
society as a whole e.xpects these business and governmental enter¬ 
prises to perform definite services, and has granted at least mininium 
Lthority for the executives of these enterprises to carry out their 

respective missions. 

This concept of ultimate authority will be helpful when consider¬ 
ing the treatment of interest groups in Chapter 14, and it lies at t e 
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base of some of the discussion later in this chapter of authority over 
employees. In general, how ever, the philosophical issues of the place 

. ’ are beyond the scope of this study. 

Operational authority 

Having set aside legal, technical, and ultimate authority, what then 
are we concerned with w hen delegating authority and responsibility? 

Simpl\ stated, delegation of authority is giving someone pevifiissioii 
to do certain things. For instance, the foreman gives a worker per¬ 
mission to run a machine and to use materials; the president gives 
the sales vice-president permission to place a certain amount of adver¬ 
tising with local new'spapers; or the sales manager gives a salesman 
pennisji.m to call on customers in a given area and to enter into con- 
tracts for the delivery of merchandise. Assuming the e.Yecutive making 

t e delegation is himself authorized to take such action, he merely 
extends this permission to people xvorking for him. 

In practice, an executive rarely delegates operational authority 
\i lout also indicating how the permission is to be used. In othef 

rs^w^l’be eTr ”-3°^ authority is tied in with duties and obligations, 
as w ill be e.xplained in the next section. ^ 


Nature of Delegation 

The more specialized and complex authoritv relationshios in an 
fcfrn'Trhe understood"^ IdT 

Conseriuenriv a dergra'foTri f™"’ 

• • ■ ^‘^3r gra.sp of the nature of simnle delpo-oi-Jr-wn io 

nnnnnum requirement for every good administrator. ° 

Simple delegation 

“- t^;Ser, 'rl,: rrmeT the“" ofl ZfZ 

aCiv"ie;“„7h7s'lmerprkfTnd"^ °^e 

nlacp In r, I assi.stant, delegation tal-ec 

pres.denr ,o dfe 

presidents to managers, managers to's^er^s^r '^and^so on d"’" "t' 
executive pyramid. r ana so on down the 

\V hen the manager of the _ 

-rant he prohahly ass.gns to rhe7fs™7nTarnht'orr^^^^^^^^ 
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routine duties, explaining in some detail just what he wants done. 
The manager continues to make decisions regarding methods, sched¬ 
ules, and other phases of the operation, but he has relieved himself 
of at least part of the actual performance that is required. This is not 
all net gain, however, because the manager has now additional duties 
of directing and controlling the activities of his assistant. Even in 
this simple case the manager probably does not do all of the planning 
for the work of his assistant. He may specify when deliveries are to 
be made and in what order, and will probably be very specific about 
the position of merchandise on the shelves, but will leave to the as¬ 
sistant decisions as to how to operate the delivery truck and how to 
unload and unpack incoming merchandise. 



part of 
which is 
delegoted to 
"Smith" 


I 

part of 
which is 
deiegoted to 
"Smith" 




Figure 18 . Nature of Delegation. 


The simple delegation that has just been described may be 
eralized and diagrammed as in Figure 18.^ In this chart the activities 
of the executive have been divided into three parts, planning, doin^ 
(which is used here to include assembling resources and performing 
nondelegated duties), and supervising (which includes both direction 
and control). Using this terminology, delegation normally starts by 


1 These diagranns are adapted from a similar anal> si« Alvin Brown in his Organi¬ 
zation of hnivstry, Prcnrice-Hall, 19-4; 
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assigning parr of the doing and at least a minimum of the associated 
planning to a subordinate. 

As the volume of the corner grocery store grows, this process of 

delegation is repeated. Each new assistant is assigned a certain part 

ot the doing and part of the planning related to his activity. Some of 

the activities that the original assistant performed will probably be 

reassigned to new men and the manager will delegate more of the 

duties that he himself formerly performed, bookkeeping and selling, 

or example. These additional delegations are indicated in Figure 19 

should be noted that as the manager increases the number of his 

subordinates he spends a smallei proportion of his time in actually 
doing and a larger proportion in supervision. ^ 
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19. Delegation to Several Subordinates 
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complex question in administrative organization; it is the key question 
in decentralization, which is discussed in Chapter 12. 

Relationships created by delegation 

The process of delegation has three aspects; 

1. The assignment of duties bv an executive to his immediate subordinates; 

2. The granting of permission (authority) to make commitments, use 
resources, and take other actions necessary to perform the duties; 

3. The creation of an obligation (responsibility) on the part of each subordi¬ 
nate to the executive for the satisfactory performance of the duties. 

In a large enterprise there is, of course, a whole series of redelega¬ 
tions down to the point where the duties can be performed by the 
subordinate without further assistance. Where this occurs, there is 
a whole series of assignments and authorizations running down the 
“channel of command” and a corresponding series of obligations run¬ 
ning up the channel. 

In theory at least, the three aspects of delegation are inseparable, 
and a change in any one of them normally implies a corresponding 
adjustment in the other two. For example, if a man is given greater 
authority to make commitments in the name of a company, his duties 
with respect to planning are increased as is his responsibility for final 
results. Likewise, when a man is assigned additional duties, the actions 
he is permitted to take should be correspondingly increased, and 

he should be held accountable for the new activity. 

With these three aspects of delegation in mind, we can now turn 
to the more practical issues of how to delegate wisely. In this con 
nection, the need for defining limits of authority, the inherent limits 
on authority over employees, and recognized principles related to 

delegation will be considered. 


Need for Defining Limits of Authority 

One of the chief difficulties with respect to authority is a failure 
to recognize the limitations, either expressed or implied, that surround 
almost every delegation. Too often, an e.xecutive just “gives the nec¬ 
essary authority” to perform a vague group of activities without seri¬ 
ously considering the matter at all. In other cases, the executive la 
fairly definite ideas in mind, but fails to make these clear to his subordi¬ 
nate and others affected. 

The vagueness regarding authnritv is all too coiumon for foremen. 
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Some people conceive of foremen as managers of semiautonomous 
department. This view^ is reflected in the first part of a definition of 
supervisor in the Taft-Hartley Act: 

w 

Supervisors have the poxvcr to hire, transfer, suspend, recall, lav-off, promote 
discharge, assign, reward or discipline other employees, or adjust their griev¬ 
ances ... or effectively recommend such changes in the status of other 
cmplovecs. 

Surveys of actual practice indicate that in most companies the au¬ 
thority of foremen is limited to recommendation of such actions. For 
example, in a study of one hundred companies the xAmerican Man¬ 
agement Association found that only 4 per cent of the companies 
gave the foremen full permission to hire, and the authority to dis¬ 
charge an emploN-ee from the company without consultation with 
other executives was granted in only 10 per cent of the companies. 

romotion and disciplinary action were likewise limited by most of 
the companies. The foreman, to be sure, is likely to be the key man 
m the management decision on such matters, but there are typically 

hidhiduX’"'^**'"^ exercise of authority over other 

dele.Tated'r'!l 'hat more authority should be 

exact limits of what the foreman can do are indefinite and obscur^ 
General limits implied 

actin' bTtakenTa? "" ‘•“'hoeity is the requirement that 

Ptolam tLk . « "'f'’ ‘^“"P^ny policy, procedures, and 

authority contail'the foZwng p^rovisiom"''' 

from time to me bt^fh^board^of^dTrS “ "’ay he assigned 

president shall be pitf„t„,e“[„ cLtZnZ"’ "°""ni«ee, of the 

procedures relating to accounting and audirintr"*'^ the company’s policies and 

nation planning, budgetarv contfol, the organi- 

enipioyte, public, and govertimental relatione and the company’s 

naff and service depatfmentTe:;^!',^^*^" fun'c&”“" 

cordance with comliy'^puHcil'an'd Dr”'d' n 

--^-p uy policies and procedures usually is merely 

H and Forev 7 e 7 ^ in Management , 

^ rollers , paTeT"’ 
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implied. A man appointed to a new position is often left to discover 
for himself how much of his predecessor’s action was dictated by 
departmental or company-wide standing plans, and how much can 

be changed on his own volition. 

Rarely is it wise to give an executive completely free reign. How¬ 
ever, if there are general rules he is expected to observe, then it is the 
duty of his senior to make sure he fully understands these limitations. 


Specific limits should be clear 

In addition to such general restrictions, it is customary to place 
limits on the actions a man in a particular position may take with 
respect to specific types of transactions. All too often these restric¬ 
tions are vague and become a source of friction within an enterprise. 
These specific limitations can be spelled out as is done in the follow¬ 
ing list of authority granted to a sales manager. 


On Capital Expenditures-Full authority for individual items up to $2,500. 

On Operating E.\penditures—Full authority to authorize and approve a 
normal expenditures, standing fully accountable for the over-all total cost o 

oJfiviaintenance of Facilities-Full authority to maintain equipment in safe 

^"on^Operatin^ Futures-Full authority to approve the type of operation of 
sales brashes by salaried labor, through distributorships or through commis- 

*^°On nnancial Aid to Distributors-Full authority to lend sums up to $5,000, 

where the amount is to be repaid within a five- 

On Lmmission Rates-Full authority to increase or decrease wrthm an 

established schedule of maximum rates. 

On Sales Aid Material-Full authority to expend up to $5,000 f y 

sales division or sales district during a calendar year. annually 

for each dist^fcT. Such monies to be expended for -les 

other incentives to stimulate sales promotional interest ant P arising 

don fmpropef rLommendation, or to correct or ad.ust complaints up to the 

‘“on°oSSation Changer-Changes in the basic plan of organisation retiulre 

rhp anoroval of the Vice-President in Charge of bales. . • , „„ m «4n0 

On^VVages and Salaries-FuU authority to adjust wages and , 

„.;mOTtTfor promotions. Merit increases or changes m established schedules 
per , Vice-President and the salary^ review committee. 

*^*f^^Credit Administration—Full authority to approve the extension of credit 
to°ny rastomer^p to $10,000 within established terms for payment.* 

.L. V. Bedell, 
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Inherent Limits on Authority over Employees 

Another source of trouble arises in connection with the authority 
It IS pomMe to exercise over employees. Some executives assume that 
since employees have agreed to give their services to the enterprise 

nals and machines. There is a very essential difference, however 

^remolove"'"’"' Of both material; 

renuireT lith^r ^ characteristics that the job 

quires, othenvisc permtssion to use them is of no avail- but in 

addition, employees must be tl-illing to do the job 

Authority to deal with people outside the enterprise works reason 
ably, because it ,s at least implied that the authority grTnmd HX 

the right of command.” Authority over employees withirthe com! 
p nv. iimever, is usually regarded in quite a different liehf instead 

right of command 0 !™^ wherr'i! 

delegated and redelepared rh^ that can be 

It ia entirely possible ai’td pracriLrtrdlg'am lutUori^rr'"'' 
instructions on behalf of the enternri^^ r,. ^ authority to issue 

plifVees. The employee, however reTervL !he r^r 

f»r, what is far more prevalent or^crtT u ^ 

through the motions of complving^but not’out 

to achieve the desired results. Fa fed vv.Vh ^ needed 

tive begins to wonder just u hat is the ’ ^ situation, the execu- 

issue instructions. significance of permission to 

enable the execuri've'^rrsecurr^mph"a to 

will, of course, be permitted m ^ instructions? He 

genuine interest in the work to be X^ne'^^TfhisT^r\''^ stimulating 

mined to resort to a number of sanction.!! ^ ^ P^"' 

can bring to bear on the emni ^ ^ Pressures that the enter- 

increases or promodon in responsMb”’ "'■'''holding pay 

"-ork, deinorions to positions carrying lower"rTt^of'" 

without pay. and fin.ll,, "f W’ temporary 

'■ »f '< '.ectuallv can be m^d;","!?, 

cmplo 
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difficult to build a strong enough case to justify demotion, layoff or 
discharge, and if the insubordination is not clearcut, the effect of 
drastic action on the morale of other employees may be bad. 

Particularly with long-service employees, some overt action is 
usually necessary to warrant discharge (except in those relatively few 
occupations, such as professional baseball, where outstanding perform¬ 
ance is widely recognized as necessary for continued employment). 
Alost companies today use the authority to fire only in extreme cases 
and as a last resort; with the increasing attention to security and 
“fair” treatment of employees, this right is becoming e\ en more cir¬ 
cumscribed. In other words, in most situations only a very restricted 

authority to secure compliance is delegated. 

Fortunately, most employees expect to do some work in their jobs. 

In the United States, particularly, there is a stronge urge to get 


ahead,” many take pride in their work, and most are very sensitive 


to the social pressures of their fellow employees. Typically, they wel¬ 
come and respond to leadership. As a result of these attitudes, the 
typical employee has a rather wide zone of acceptance for directions 
received from the designated spokesman of his employer. The sanc¬ 
tions that the employer places at the disposal of the executive, limited 

rhpv mijv be. widen his zone of acceptance. 



recognized, delegations 
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personal relationships of the indi 
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Although the basic ideas on delegation appear simple, there are a 
number of difficulties that have occurred enuugh rimes in the past to 
call for some general rules or warnings. In addition to the points al¬ 
ready made about the need for recognizing and defining the limits 
on authority, specific mention should be made of three others: 


1 . 

2 . 

3. 


Responsiljilitv cannot lie dclciiatccl. 

Dual subordination should be avoided. 

Authority and responsibility sliould be coe.vtensive 


Each of these needs some interpretation and qualification. 

Responsibility cannot be delegated 
Occasionally an executive will be found xvho thinks that once he 

^ P^^^'fo'-mancc. Looking at thc\sime 

attimde from another view, a subordinate may feel that once his'boss 

with ^ should no longer be concerned 

^ I /5, ana tlie one executive H nul /^c 

turn to subordinafr P 1 • i o makes in 

oLiuuiuiiiauc 1 he redeJegation l>v" r. n 1 1 

acjions i: . to\.ecp H’^VoibZnin': '^C Il'lrru,!, T"'" 
able for the results achieved. ’ “ ^ account- 

an7ris'\l::d™‘!e''c ■ ^ t 
dtfor^ -tuTi';: 

DaTt'browsTnotey the“ Rrst'^Nt-responsibility. If Mr. 

loans it to his son-in-lau- th, • and then re- 

way reduces the money Mr. Davi« rrts • j r ^ son-in-law'm no 
obligation to repay it. ceived from the bank nor his 

While an e.xecutive is responsible for the acrJonc f u- 

cannot be sure that each of bis sales.enllTbXt ^ "3^ 
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dealing with each customer. Allowance must he made tor human 
error, and w hen delcsjations and rcdeleuations are necessary to ac- 
complish a large task this possibility of error is increased. 1 his, how¬ 
ever, IS more a matter of standards of performance than one of 
responsibihtv’. The accountabilitv’ has not been removed l)y delega¬ 
tion; rather, appraisal of results will be tempered somewhat by the 
extent to which an executive must rely on subordinates to do the 

work. 

Avoid dual svibordination 

A vian cannot serve two masters well. One of the most widely 
recognized principles of organization is that a member of an enter¬ 
prise^ should normally have only one line supervisor; in other words, 
dual subordination should be av’oided. The more obvious violations 
of this principle occur in those loosely knit organizations where an 
employee is not sure who his boss is and attempts to adjust his be¬ 
havior to please those who presumably are in a higher status (this is 
something like the hierarchy of peck-rights that zoologists observe 
among chickens in a single pen), or in those situations where two 

or thr'ee individuals give orders to a single employee. 

Aside from the fact that an employee is probably m a poor posi¬ 
tion to decide which orders should be postponed and which obeyed 
promptly, dual subordination is likely to lead to poor morale because 
the conscientious employee wUl feel frustrated if he cannot live up 
to what is expected of him, the indifferent employee will stop trying 
since he obviously can't do aU that has been requested, and all of 
them will sooner or later be reprimanded for failing to comply with 
instructions. There is a saying in the Bible that a man cannot serve 
two masters well, and it is this same general idea that leads to a con¬ 
demnation of dual subordination in modern administration. 

This apparently simple concept raises some difficult questions. 

Amon<^ the more ticklish ones are. 

1. Does the use of staff create dual subordination r 

T riofx; hv-oassine always result in dual subordination. ... 

3 ! How can^the use of a‘grievance procedure be reconciled with the concep 

of a single line supervisorr 

Subudiary role of staff. In the next chapter it will be 
that a staff man not only advises his immediate supervisor, but often 
advises interprets directions, and cheeks the work of the operating 
subordinates of that executive. Whether the staff man mercy gi'es 
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advice, speaks in the name of his boss, or, possibly, has functional 
authonn-, there is no doubt that he influences the decisions and the be- 
avior of many people m ho are under someone else’s line supervision 
Does not this create dual subordination? The answer is no- it is the 
line executive who is responsible for getting things done’and for 

rh 17 s as may be permitted and necessary. Also, if 

sirm^oL'^r'^^^ whether the staff advice should be accepted, the deci- 

ess, there is alwass the danger that the staff man will be so 
iTe created -siruation which is virtually dual subordination will 

rhac th.s point of view pJe" ik *' “ 

TImrTf'‘“'l may also be created by by-passine 

workitm tlothTf r, of 

r» o boses In Lch sop^rvisor, tile salesman finds himself with 

o. the m^ri-r f^rselrTi^^ 1^7 

tt wre; Ste“ma’f :.ht‘^ en.ployee independent or indifftnr 

and it certainly places the super visor'in a^difficT™‘'“'^ supervisor, 
accomplishments of, the emproyee S'™" 'hr 

conLcrbivSri,!re«ctfve^ md'".“"‘‘"O" ^'1 direct 

For the purpose of building morale anTt^s^'* "fi'*’? 

non It IS desirable Uj have t^xecutives ar li^ firsthand informa- 

^ct with members of the enterprise’ 

levels below them. But, exchang^n^ informa^on 

different matter from givino directions \Vh ^ 

orders, good practice requires that rhp p • ^ comes to issuing 

the established channel of command exceprh/''"^^ through 
breaking of this rule leads to dual v.,hr ^ emergencies. The 

irv, and undermining of the executix responsibil- 

R^ght Of Appeal. Buz wLtTan , r ^y-passed. 

typical grievance procedure formal orTf^^^^ i appeal? The 

to can,- a complaint over the head of 
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cannot be satisfactorily resolved by direct negotiation with the super¬ 
visor. The employee’s hope, of course, is to get the decision of the 
supervisor reversed or at least modified. Some industrial psychologists 
place considerable emphasis on the importance of a free and open 
right of appeal, even though the arrangement has all the characteristics 

of by-passing. 

On this point it is important to distinguish between two types ot 
situations. In one there may be what the employee considers to be a 
violation of the employment contract, the contract including or often 
consisting entirely of’ the informal customs and mores surrounding 
employment in a particular situation. The second broad type of situa¬ 
tion is one in which the employee questions the wisdom of his sujier- 
visor’s instructions, and is quite aside from the conditions of employ¬ 
ment. The grievance procedure deals only with the first of these, an , 
while it is admittedly a form of by-passing, the desirability of assurmg 
employees of equitable treatment makes this an appropriate exception 

to the general rule. . 

On the other hand, the grievance procedure certainly does not con¬ 
template that each employee may appeal any decision t le wis , 
which he questions. Under consultative supervision and sug„estio 
systems” his opinions may be sought, but unity and 
aLinistration cannot permit an employee to challenge any m all 

directions he may receive. Except for questions mv o vi g _ 
of the employment agreement, the integrity of channel of command 

should be maintained. 

Authority should equal responsibility 

The idea that authority and responsibility should be coextensn e 
another of the most widely recognized principles of organizanon. 
rounLei on the one hanl the unfairness of holding a man accoun^ 
able for results that he is not permitted to guide accor mg to is o 
best iudmnent; on the other hand, it recogmzes that if a man is g 
SderTle latitude of action, he should be held accountable for the 

Th“e nnnckde'’is”Lous, however, in the misunderstandings it 

caJcrerO^e typTof mistak; is assuming that authority is the sam 

.hing as power, " :::pLre for 

IS often, stflitcd, lor P ^ __ u v noKr r*‘innr)r be fifiv^en 

Jw "r ?o tjn're&t ^o" “p'urdtas: ^hl" stipulated quantity of 


THE PROCESS OF DELEGATION 


175 

goods; general economic conditions, expansion or contraction of the 
company customers, action of competitors and other similar factors 
will have a major influence on sales volume. The sales manager can 

nriSr" fo promote, negotiate, perhaps adjust 

p ices or even modify the characteristics of the products; but these 

sav °tha^ the*" that determine sales. Likewise, when we 

y that the personnel manager is responsible for relations with the 

union, or that the purchasing agent is responsible for delivery of raw 

materials on schedule at the budgeted price, we do not mean Jiat thev 

p tent than over outsiders, is still subject to limitations. ^ 

cumscrihlrh ^ be granted wisely is usually cir- 

pXb V find ™ The sales manager will 

probably fed that he can not hire anybody he wishes nor change rates 

& m e^:”^ i^aT™' 

promfeon efcfnt wirh K and other forms of sales 

^ ^ ^ ^ ^ is not free to add 

type of customer he can3rivL'’And so wilhT h"' ’T"°" 

'■ W- 1 'r “'"■'hi" ii-^i^ ” 

internal rrtrrcfens''’wha7fe“"<ii“°>« and 
for taking reasonable action “under the ri ^ accountable 

:gSs"”' !Svrr: 

feeling of responsib”^'tfetTr"weeds a'^y^’'1" “ "’I” " 

keeper,” places a hefvy responsibihtv on' brothers 

hmi permission to run the bcal government”or'd‘^"“* without giving 

his brother. And so in business a L f 'he actions of 

promotion, plant safety expense red" have responsibUity for sales 

opent of new produm, but only wry Ifeite'd^ 

of materials or to direct the action. / u authority over the use 

achieved through presentation If f are to be 

Chester Barnard observed, *‘'SS“'i°''> and persuasion. As 
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In any kind of organization good executives know how to get action for 
which they cannot be given authority of command. Nothing is more important 
to teach the beginner than this... in most organizations many members of 
high and low degree, who have little or no authority to command, are properly 

held accountable and responsible." 

This “ sense of responsibility” involves a moral concern with condi¬ 
tions and results, an urge to devise ways and means of improving 
present conditions, a zeal to convince others of action that should be 
taken, patient persistence if desired action cannot be secured imme¬ 
diately, and a relentless watchfulness over a period of time. Such a 
concept of responsibility is very real and very potent, and it may op¬ 
erate even though an individual has no more authority than to get the 
facts and communicate with people whose action is involved. 

In summary, then, the rule that authority and responsibility should 
be equal is sound, provided it is recognized that: (1) the authority' 
that can and should be delegated is often limited and, consequently, an 
individual can be held strictly accountable only to the extent that 
actions are really subject to his control, and (2) it is entirely practical 
to expect a person to feel “a sense of responsibility” even though his 
authority is confined to studying present conditions and promoting 
improvements, and to hold him accountable for sensing trouble and 

trying to get it corrected. 

Summary 

Administrative organization is not primarily concerned with legal, 
technical, or ultimate authority; the operaaonal authority relation¬ 
ships that may be created by organization are, however, of ma)or 

^ Megadon of such authority involves three aspects: assignment of 
duties granting of permissions, and creation of obligations or respon- 
slS. As a practical matter, delegations are almo. always resmmted 
by standing plans, by specific limits on permi^mn granted, and bv he 

limited authority over employees that na" be de '^gate . ^ 

ami be avoided by clearly recognizing such hmitaaons. Also, 'he ide^ 
that responsibility cannot be delegated, dual subordination sho 
avoided and authority and responsibUity should be coextensive are 

useful provided they ate properly interpreted. 

In dLgations to operating subordmates, authority to exc« 

authority to “plan,” inasmuch as the executive typicaUy reserv es some 


® Review 


^TmF. Urwick’s book. The Elements of Administration in Personnel. 
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of the planning tor himself. The role of staff in helping the executive 

plan and supervise is discussed in the ne.vt chapter, the degree to 

Vluch planning should or should not be reserved by the e.xecutive- 
tnar is, centralized—is considered in Chapter 12. 
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Chapter 11 


THE ROLE OF STAFF 


One of the distinctive fe.\tures of modern military organization is 
the use of staff. A similar type of organization can be found in both 
religious and business organizations, but the idea is not so c 
developed. Many business e.xecutives would probably make ““ 

of the staff concept if they and other members of t eir e p ^ 
understood the nature and requisites for its successful use. Con 

sequently, it is the purpose of this chapter to; 

1. Describe the basic role of staff. 

7 Consider when staff may be used effecnve y. 

3'. Examine the ''I;™”.', which may be 

4. Explain the meaning of tunctionai autuui y, 

regarded as an extension of the staff concept. 

? Note some of the special ways in which staff may be employed. 

The Concept of Staff 
Duties of a staff assistant 

The nature of staff can be illustrated in tbe relationship 
im Hull. The president -.--ely busy a^^^ ejec.^ 

who had demonstrated considerable versatiiit> m 

had been with the .^'^"Lre or less routine tasks. 

At first, the president ga\ n-rcrmine which departments 

such as analyzing the ‘ j^Yonn-distance charges; scanning 

were responsible for the increase in Ion 

current newspapers and four tra e jourm charitable con- 

president; gathering information on P ^ deciding 

tnbutions and the practice o - Jmmmuniw Chest; digsmg 
how much should be contributed to the Community , 

some information out of the company records and giving 

1/0 
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sales manager for use in connection with a speech he was making at a 
trade association; obtaining the necessary information and mapping a 
reply to a complaint the president had received from one of his per¬ 
sonal friends regarding the company’s service; showing the company’s 
legal counsel a proposed report for the board of directors and brincring 

back his suggestions for changes in the wording; and similar mwcel- 
laneous duties. 

Bv turning these things over to Jim Hull, the president found that 
he had a little more rime for major problems, and that many of the 

minor issues received more adequate attention than they would if he 
had attempted to do them himself. ^ 

After Hull had demonstrated both his dependability and his discre¬ 
tion in dealing with others, the president asked him to investigate a 
proposed change in the sales-compensation plan. “Jim, the sales man- 

ncrer Vi’nnrc rr\ __ ^i_.- i * ^ 


Will 


to rhe c„nrroll„ and find our what we pdd ^ur menVc y arafd 
just how each of them would have fared under this new scheL Also 

f n '1! thinks of it. and then see 

president to ir" “sembled and summarized enabled the 

gn ant bearing on the company’s future sales. As time went on 

digerfafts"re1u "’"ki '’^"'‘>le and 

Thetxt “ ''™ fot decision. 

tion arose ti e L idem'' '’"S'ttding sales compensa- 

« anted not on vKst ofteT ' 7““' H"'*- He 

recommendation as to what shou^ld be done And K f ” Personal 
report. Hull was asked to find out wh«her d ’ 5'^"' Presenting his 
ested in the decision agreed with rl other execuuves inter- 

of a baffling problem, L prefiden; hadTforThl^tt 

Sifted and sorted, a prooosed enures f r " P^^^^nent facts 

already familiar with the presidenit ' “ ""an who was 

such situations, along „ ith either the^dorsel^ m the 

president could proceed immediLly m h o"vn situation The 

proposal and a further consideration of the no ^PP"““^' the 
among his subordinates. * ^ disagreement 

vV ith this sort of groundwork lairi a-k • j 

g unow ork laid, the president was able to dispose 
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of a troublesome issue after a half-hour’s conference, whereas without 
the groundwork he personally might have had to spend considerable 
time in discussions with several individuals, sifting the facts, and re¬ 
viewing his plan of action with the men who would have to execute it. 
Here was a real means of saving the time and energy of the president, 
and he called increasingly upon Hull to provide this kind of assistance. 

A natural addition to Hull’s duties was the preparation of any corre¬ 
spondence, bulletins, or other documents that the president had to 
issue to put a decision into effect. Sometimes this was done after the 
president had made the basic decision, but often it was possible for 
Hull to prepare the preliminary analysis and recommendation, secure 
the views of the appropriate executives, and prepare the necessary 
documents before the report was presented to the president. Then, if 
the president agreed with the recommendation, all he had to do was 

sign the paper. 

In addition, on any important or controversial matter the president 
asked Hull to meet with the individuals directly affected by a decision 
and explain the reasons for the decision and just what was expected. 
As questions arose from time to time over the application of the deci¬ 
sion to a particular situation, it was usually Hull who made the inter¬ 
pretation because, as the president was frank to admit, Hull knew more 
about the detail than he did. When the people throughout the com¬ 
pany found that Hull was always consulted on such matters, an 
incidentally that it was usually easier to see him, they raised their 
questions first with Hull and vr^ent to the president only 
serious disagreement over the interpretation, or to urge a change in 
the major decision. In the latter case, if Hull agreed that a change was 
needed, the president usually didn’t hear of the matter until he was 

presented with a complete proposal for a new decision. 

^ The president took one further step. “Jim, you ve been right in the 

niiddle of this sales compensation problem for a couple of years an 
know my views on the matter. I wish you would keep an eye on whar 
happens. If things don’t turn out as we hope they will, then figure ou 

hear from^ you, I’ll assume things are going along 

let you do my worrying for me.’’ As the president was able o make 
an increasing number of delegations of this sort, he receive a ve > 


substanrial relief from the pressures on his time. 
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Increasing the number of assistants 

Before leading this illusfrarion. ler us note two things that are Jikelv 
to happen u hen an assistant is as effective as the one just described. If 
the rrestdent entmues to rtnd that he htts inadequate time to do all 
the things that need attention, he i.s likelv to seek additional men to 

ni;aTtrd-'''"l " -^istants," 

I ™ 'I’™' in accordance « ith their abilities 

he is IAe'iv"r'’''l ^ '"gineering background, 

pnv steal lacilitics. and related matters. Another with le^tl triinina 
tmers anTrforth"|7V" legislation, ta.v! sales co.° 

The r«*l-,r- I • relations, training programs, and the like. Since 
a ions up IS predominantly a personal one between the execurivo 

the ai^sisrants will depend upon the kinds of h I 

needs and the capact'ies of 1,7 tis'lng hm. 

Beside increasing the number of v • 

rrr rx; u&^^ = 

immediatelv at the call of the nre^ ^ a ^‘‘rinot be available 
.ng a tour of the br:X.Z!TtZZt 

plan. Consequently, in a larpe enterprise it is ' compensation 

,fc- „.L :,'s;So;5,7,r:s::,“ 

The role staff can play 

-If work consist 


, , - i'^ pi >n and or supervise rh7 7“"““ 

Ir is work the e.xecutive would do himself if h i others, 

spcciali/ed kium ledge. The work is tvnt/ n ^ 
the executive, and in a sense the staff ^ ^ P^*'^r>rmed in behalf of 

the executive’s pervmalirv. assistants act as an extension of 

T he duciG^ijfligDcd to a kfifT 

the follo»jrfgP^ may include part or all of 


I. 




facts; 

^ interpreting facts; 

of action- 


182 


THE ROLE OF STAFF 


4. Discussing proposed plans with various other executives and obtaining 
their concurrence or reasons for objection; 

5. Preparing written orders and other documents necessary to put a plan 

into action; 

6. Explaining and interpreting orders that have been issued; 

7. Watching actual operations to ascertain if the orders issued are achieving 

the desired results; 

8. On the basis of operating experience and anticipated conditions, initiat¬ 
ing new plans; 

9- Promoting an exchange of information among operating officials so that 

there will be greater voluntary coordination; 

10. Developing enthusiasm among operating people for established policies 

and program; 

11. Providing information and advice to operating people regarding per¬ 
formance of duties that have been delegated to them. 

These are all phases of the planning, direction and control that, if not 
assigned to a staff assistant, would normally be performed by the 

executive himself. 

In actual practice a single staff assistant is not usually expected to 
perform all of the phases of the executive duties; he may be concerned 
primarily with assistance on planning or with assistance on supervi¬ 
sion, or if the assistant is relatively inexperienced his work may be 
confined to only certain aspects of these functions. Moreover, the 
typical staff man will concentrate on only a limited number of subject 

fields. 


Under What Conditions Is the Use of bTAFF desirable. 

It should be recognized that the use of staff creates somewhat com¬ 
plex relationships within an organization. Simple delegation provides 
for the assignment of duties to subordinates; the planning o t 
activities may be assigned to the subordinate along with the doing or 
retained by the executive. A staff man who participates in tie p an 
ninff, and perhaps some aspects of supervision, is a third party having 

relationships with both the executive and the 
This raises many of the implications of the old adage Wh e v 
company, three is a crowd.” It is important, therefore, *at the ad^n- 
istrator give careful consideration to the situations in which this more 
complex arrangement will have an over-all net bene t to operat 


Special staff 

The benefits of staff are most commonly acknowledged when t e 
staff assistant has technical knowledge and skiU not possessed by the 
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executive or his subordinates. Legal counsel, for example, is found in 
a ^reat many enterprises. Both the executive and his subordinates 
recognize that legal aspects of a company’s operations are technical 
and important enough to call for special advice. So the establishment 
of a position of legal counsel is not questioned, assuming there is 
enough volume of work to keep an individual busy. A ticklish ques¬ 
tion may arise, however, if the legal counsel becomes active in the 
direction and control of operations. A well-trained lawyer has little 
difficulty in showing that almost every action that is taken has legal 

if the role of the legal counsel is to be 
^tended beyond giving advice, it is important that he be an individual 
wl^ has a good sense of technical operations. 

Since independent auditor is also widely accepted, 
nee the auditor is concerned with one aspect of supervision this is 

"rthe oilr'h ''d'^ delegated to operating subordinates; and, 

die exec^ve h ,r “™-“"*nniing and often so technical that 

panics of CO perform the work. Many small com- 

Lcountai T ? '■''>' npon an annual audit by a public 

?n h "*■ “ ""g”ds these outside audits as an 

supervision, the public accountant acts temporarily as a staff 

This use of “special staff” has been highly develooed in rh, . 

with communications, medical tl^k legal Tvo“k 'S"" 
termaster supplies relig-ionc anri rr. i ordnance, quar- 

(See Figure 20 ) In governm ^ ‘ictivities, or other specialties. 

head has an assistant on “information” who waS ovf 
semination of information to the oublic inri ; 

of business corporations have added a’mffir ^ "“"lb" 

staff. The particular types of sueci!!!/ man to their 

a top executive or one of the maior assistants that are needed by 

course, on the operations they direct. executives depends, of 

General staff 

in the illustration of' Jim'^HulT'ffi"’ specialties. As was seen 

would be those staff'’a.ista ^ wTrejn^uo:;--1, 
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main stream of administration, although they concentrate on only one 
phase of it. In this group would be an assistant who works on the 
budget, particularly if he works on substantive rather than procedural 
aspects. In a similar category would be an assistant who works on 
long-range programs, and sometimes we find an assistant who con- 
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2. It is not feasible to relieve this load by delegation to operating 
personnel because (a) uniformity or coordination of action in several 
operating units is particularly important, (b) economy or effective¬ 
ness can be increased by assigning the work to a specialist, or (c) 
operating subordinates lack the capacity (time or ability) to do more 
of their own planning or to work effectively with less supervision. 

Also, it should be borne in mind that the use of staff has its own 
drawbacks. First, it often increases administrative expense. In this 
connection it should be remembered that the operating executive and 
personnel naturally have a keen interest in the planning and the super¬ 
vision of the activities in which they are engaged, and they know a 
great deal about the things to be done. Thus, there are inherent advan¬ 
tages in delegating planning along with doing. The establishment of a 
separate staff assistant for planning adds to the executive payroll and 
necessitates the transfer of information from the operating people to 
the staff assistant. When setting up a staff position, one should always 
question whether this additional expense will be more than repaid. 

Second, the establishment of staff adds to the complexity of organi¬ 
zational relationships. Not only are the number of relationships in¬ 
creased, but the particular position of the staff man is often hard to 
define, and there is opportunity for misunderstanding. In addition, 
m 3 .ny pcopl6 h^vc s psychological resentment to receiving instruc 
dons and being checked up on, particularly by an individual whom 
they do not regard as their superior. This makes the effective function¬ 
ing of the staff assistant an even more delicate matter. Therefore, 
valuable as staff may be, it should be used only when simple delegation 

does not fit the situation. 


Rkquisttes for Successful Staff Work 


The use of staff is a relatively complex arrangement in administra¬ 
tive organization and special care is required if it is to be fully effec^ 
tive. In addition to being sure that the concept itself is understood and 
that the proper people are selected for staff positions, t lere are 
number of points that deserve special consideration. Among these req¬ 
uisites for successful staff work are the following. 




vju*.: the staff man ready access to necessary information through 

Intimate and frequent contact with “the boss. 

Easy communication with operating executives and 


men. 
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2 . 

3 . 

4 . 


SfsrtVat^fh^.Tff^' initiative in promoting needed action. 

resorti* to commanr '’"™"'^ °" '"an 


Provide access to necessary information 

If the staff man is to serve as an extension of the boss’s personality 
has been sugg^ted, it is vital that he be intimately acquainted wit^’ 

haveSi I "■'I' wth the boss, he will 

^ 1 be in a weak position to explain his senior’s views on 

of touch wirth^t"'’’" '1 ""'"P"'’"- I" f^ct, if he is out 

tiorand tete«n recommenda- 

executives w^uld be bLTTff ^mcdveTo ad" 

receive incorrect counsel from one who is ptesLed m he'' • 

ful^ acquainted with his opinions, ptejudicVand ^^hes"'' 

to be vaSbIelf dL™°ss"ir "'fh''’" ™ ^im 

with them ht tfo^m i:^top:s"»d“?'"T 

contact conferences, and circulatiL ’of wri en'’raterbMetr''™!! 

reports are probably all necessary for this purpose ’ 

staff iktLts who“can"el1tiVer“' '™i« 'h^ "untber of 

contact as a general or over-all assisranr ^j frequent 

with other staff assistants or what the ' ^ il” contact 

reduce the need for dffect pemoll c 

clearly demonstrates that the f experience 

remoK.“"“"' P™P^‘ becomes less frequent fnd'more 

cf‘'to "^em^g 

information relating to his assignment and mav""^" v “ ““X 

reports on local situations. Probably mre, ’^’ ” 

channels of communication. The Lual dr"’’’°™"' 

office, the brief telephone call to nass al °PP‘"S m another man’s 

-nts. comments ma'^de in the f"-- “evelop- 


or 
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unexpected meeting in the hall, and the frank and unhurried discus¬ 
sions of men when they are travelling toercther away from the office, 

m W * 

all these are important in keeping the staff man “in the know.” Such 
flow of information depends more upon the social relations than upon 
organizational design. Still, by recognizing their importance an execu¬ 
tive can encourage and perhaps help provide occasions for such 
informal contacts. Effective staff assistance in both planning and con¬ 
trol requires that the staff man really be in a position to serve as the 
eyes and ears of his principal. 


Consult staff before taking action 

The effectiveness of a staff man can be either enhanced or under¬ 
mined by the consistency with w'hich his superior seeks his advice. 
For example, if the branch manager secures the approval of the sales 
vice-president for the appointment of a new sales supervisor while 
they are taking a five-minute rest at the end of the thirteenth hole in a 
game of golf, and the personnel assistant to the vice-president learns of 
the appointment two weeks later, the precedent is set for further 
direct action. It is too late for the staff assistant to point out that the 
new appointee lacks certain important types of expeiience and that 
another man now in the headquarters office is well prepared for such 
an assignment. The next time the branch manager wants to rnake an 
important personnel shift he will try to arrange another golf game, 
and he will soon come to regard the personnel assistant’s investigation 

of branch personne ;1 as unnecessary meddling. 

Quite a different situation would have been created if the wee- 

president had said at the thirteenth hole, “Sounds like a good idea. 
Let’s talk it over tomorrow morning with Bob v ho follows such 
things for me.” Not only might the particular appoinmicnt have been 
different, but the branch manager would have learned that the per¬ 
sonnel assistant played an important role in the promotion of key 
personnel. The next time the branch manager wanted to make a per¬ 
sonnel shift he would probably discuss the matter first with the 
personnel assistant; then the vice-president could quickly get the 

advice of both men and act with dispatch. ■ ■ u 

This practice of consulting a staff man before taking action in the 

area of his responsibility is not recommended 

of increasing liis status; more important, it assures that the pr p. 

Icutive will receive the benelit of the counsel ‘'f 7^'’- 

which is the chief reason for the existence of his position. It 
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man should feel when all is not well in his field, does not mean that 
the staff man should necessarily attempt to secure perfect conditions 
within a short period of time. As an integral part of the boss’s office 
he must have a sense of relative importance, of strategic timing, of 
loner-run versus short-run benefits, and similar considerations. If such 
matters suggest delay or cautious action, this is a question of deliberate 
decision rather than lack of initiative. The staff man should be ever 
watchful of ways to press forward and usually should keep the 
principal executive fully informed of the reasons for postponing 
action and the possible consequences that may arise from doing so. 


Voluntary acceptance of staff recommendation 

The staff man makes recommendations both to his superior and to 
operating executives working under the superior. To be most effec¬ 
tive, these recommendations must be in a form that leads to action. 
This means, among other things, that the staff man should not swamp 
the executive with a large volume of data before it has been analyzed 
and related to solutions of problems facing the executive. Nor is it 
desirable to present proposals that are theoretically desirable but 

clearly impractical in the particular situation. 

Instead, the recommendations to the chief executive should be pre¬ 
pared from his point of view; that is, expressed in language that he and 
operating assistants will readily understand and integrated with the 
total operating situation at the time they are made. As staff become 
more highly specialized it becomes increasingly difficult to maintain 
this point of view, especially if frequent and close contacts with the 

chief executive are not provided. 

Recommendations made to operating personnel subordinate to the 

principal executive likewise have to be couched in terms of 
tical operating situation. In most cases, the proposals should be sol 
to the operating executive; that is, they should win his voluntary 
acceptance. These proposals do not carry the weight of command, 
except when the staff man is speaking expUcitly for the pnncipa 
executive or in those unusual situations where functional authority is 
desirable. Since an appeal to authority should be used only as a ^ast 
resort, the staff man should rely primarily upon winmng vo un y 

acceptance of his ideas. . , 

Even when a command is issued by the principal executi«, ready 

. ^ ini-n pfrect WUi 
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contribute much to their success. Consequently, the staff man should 
be primarily concerned with achieving results, encouraging the op¬ 
erating e.xecutives to take credit for new ideas, letting fa?ts speak for 

emse ves, and holding himself always in the background as one who 
IS merely assisting other individuals to do a good job 

time mTirtr/f cooperation of operating people’and at the same 

too often rh operating practice is not always easy. All 

e operating man wants to leave well enough alone One 
device that may be helpful in this situation is to require the Tff mL 

o ma e a semiannual or annual report to the principal executive 
covering the present status and need of changes in the area of the staff 
man s responsibility. The staff man can then explain to op^at f 

condifinn«: TK.'c rU r ^ sately fail to report such 

ing the matter to the”h^^"^°''^^ ^^ bring- 

,i„„ ^ A boss s attention. In addition, it provides an occa 

satisfactory reporf. ^ ^ ^ turning in a 

From the preceding discussion it will be evident that nor aW i 
has said: Leonard D. White 

highly deveJopld^apTdw^fo^ommaS^he'^D^ than 

and persistence rather than a tendencv totaT T 

willingness to remain in the backvroimd rarh fixed decisions; a 

prominence; loyalty towards the policies ’and r “ personal 

insistence on one’s conclusions or recommenda^-superiors, rather than 

Md m the conduct of edmimttration they are invaiufSle . 

Use axd Limetations of Functional Authoeity 

haps none is subject*to Is much'm' organization, per- 

rional authority. Since one of the “ ** 

-me concept 4 as an extenlfo Th^' ? S “ 

■n th. chapter. The discn^ion will he c^d n^Lt 

I I Kk ^ _ • 


nieaning 


7 rr. 1 - . dangers in i 

3- Condmons lavoring its use 
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Meaning of functional authority 

Defivition. We have noted that a staff man often inv’esrigarcs an 
operating problem and prepares a recommended course of action. If 
the recommendation is acceptal)le. his boss then issues it a^i an order to 
subordinate operating executives and f>perating personnel. Often the 
staff man prepares the written statement reg.irdmg the new plan 
(order) and is expected to explain and interpret the meaning (»f the 

order to operating personnel. 

An individual who has functional authority^ follows the same steps 
as those just described, except that he issues the order in his own name 
instead of submitting it as a recommendation and having it 
over the name of the principal executive. Normally, an individual 
is granted such functional authority only over a limited type of acti\i- 
ties. Functional authority, then, is permission to prepare and issue 
directions with respect to a specified group of activities, or aspects of 
certain activitiesj except for the source of issuance, such orders are to 
be treated as though they came from the principal executive himself. 

Referring back" to the discussion of delegation in the preceding 
chapter, we noted that often an executive delegates wide authority 

and responsibility’^ for “doing” but reserves more or less of the 
ning.” When functional authority is used, no change is made in the 
“doing” delegation. Certain limited parts of the “planning, hovv-ever, 
are turned over to a special assistant. \\'ithin the limits of his func¬ 
tional authority^ this assistant decides the what, the when, and t e 

how for those who actually perform the activity'. 

The reason for such an arrangement will be obvious to those w o 

have had experience with the actual use of staff men. Often, t e pnn 
cipal executive comes to place considerable reliance upon the rec¬ 
ommendations of his staff, particularly on technical matters ( or 
example, engineering, legal, medical, or accounting su l^^^L ' ^ 

one concerned, the staff man, the principal executive and the opera- 

tors. M recognize that his approval of the order is a 

marter; consequently, administrative procedure is simplified by hat mg 

the order go direct from the staff man to operanng personnel. 

Effect tmte « decisiom by principal eareoitiVe \lthough the source 

of such a functional order may be different, it has the effect of any 


supemsor 


fs responsible fm seeing that it is fulfilled, and his authori^ whh 
respect to supervision and the exercise of sanctions are unchange 



THE ROLE OF STAFF 


193 


Just as with any other direction, if he feels that execution of the order 
IS unwise or impractical, he may go back to his senior executive and 
ask for a modification; although here it would be simpler to go first to 
the man who issued the instructions and try to get an adjustment 

modified, he is expected to carry it out. 

It might he well to point out that functional authority is concerned 
only with the issuance of technical directions by one executive to 

whTn'thI dlie7 '“P^vision; for example, 

n the chlef accountant issues instructions to the warehouse fore 

men or the district sales manager. We do not say that a line exec«'« 

has functional authority over his direct subordinates because^ cl 

“MmLrv'adn instructions. 

t-; I k • employs essentially the same idea as funr- 

tion^'Wh “ 'f 'i’i® instance a staff man issues the direc- 

Cth r : o”r;::nt™f ^-n,a„di„g officer.” For e.xample, in dTfin- 
s 1C roie ot a control office, an army manual states: 

authorized to direct operating units in rh. " division. A control office is 

meters which are the functional responsibiffiv of°rh^ commandmg general, on 
Despite existing abilitv' to exerS \ ^ ... 

commanding general, this power should bruseH^*^^*^^^ 
of recom^ndatiou, rather fhau^ro^XtTS^rrta^r^^^^^^ 

n.al:7:Sr*re‘atfra"T ‘he com- 

tions come down through a ITchaltnd o/c'^""”" 

the use of functional authority. ^ secured through 

Transfer of plamiing authority. In the discussion i-h ( 
able centralization of authority has been T 

been whether the central executive would hi if ■ /ssue has 

or whether he would permit certain of his defections, 

covering specified subjects in his behalL direcdo 


I ^ ^ L>enair. 

vvnen, however, an entemric^ ^ j 

with considerable deceutraliSrion Z has been operating 

tional authority is likely to meet with g''“thlg of func- 

when operating executives, who formerlv h! P'”' ‘"stance, 

«w fit, find that Wrional h “ 

' *™>’ Forces, Al.„u,| M70J-1 Fund 1 °™r such 

1, Fundamentals of Control, page 6. 
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matters has now been granted to the personnel director, or when these 
operating executives find tliat changes in office procedure are being 
determined l)y a methods division, there are likely to be complaints 
regarding the loss of prerogatives. This is. indeed, just w hat has hap¬ 
pened, for in effect the principal executive first centralized authority 
over such matters (thereby reducing the prerogatives of the operating 
executive) and then delegated functional authority to his specialized 
assistant. 

An alternative arrangement might hav'e been to give the personnel 
officer or the methods department concurrefit authority instead of 
functional authority, in which event the operating executives would 
have had to secure the concurrence or agreement of the specialized 
unit before taking action in the particular field, but they would not 
have been under obligation to carry out the instructions of the spe¬ 
cialized unit just as though those instructions came from the principal 

executive himself. 

Channel of cornimimcation. One further point may be helpful with 
respect to the general concept of functional authority and its opera¬ 
tion. To whom should the directions from an individual e.xercising 
functional authority be directed—the executives immediately under 
the principal who granted the functional authority, operating super¬ 
visors, or individual operators? 

The practical answer to this question appears to be that the instruc¬ 
tions from the functional unit should flow directly to the level in each 
chain of command at which decisions on such matters are made. Thus, 
if authority is decentralized, several top layers of supervision may be 
by-passed in order to speed up matters. The man at the decision level 
should then keep his senior officers informed just as he would on 
matters that he decided for himself. The very existence of the decen¬ 
tralized authority may be taken as evidence that the top executives do 
not consider it wise to attempt to decide such matters personally, and 
only wish to become involved when operating results are m (knger. 

On the other hand, we may find a man in a functional unit issuing 
instructions to an executive who is clearly senior in status; for example, 
a man in charge of budgetary procedure may issue instructions to a 
vice-president." Where the granting of functional authority is well 
conceived in the first place and the man exercising it is technicall\ 
competent, this sort of relationship is entirely workable-at le^t 
among civilians-and the military make it palatable by acting in t e 
name of the commanding officer. It must borne in mind here, as in 
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of the discussion of funcrional aurhoriry. thar rhe device is funda 

mentally a shortcut designed to eliminate some organization formali 
ties and red rape. 


Limitacions on the use of functional authority 

L'ndersnnd.ng the nature of functional authoritv is one thino- 

rionrr/f''^*’" I' “ 

ta^ei ’and''T"“"''- “ nwssary to be auare of its advan- 

sufLred ' gi'-en thus far have 

J ^h ' , , ““'h-Tity, it may be well to 

rst at the pnncipal dangers and disadvantages of the use of 
tunctional auth<»riry'. ^ 

f danger thar rhe directions coming from sevenl differenr 

^“her::r "«p-z-rinf: 

^mle the d / "? Consider, for 

rather el iborate '“P'"''®'"' " I’” receives instructions for 

^ elaborate accounting records from the chief accountant train 
ing directions alontr u irh rcniif <rc r, • j- •, rrain- 

rhe personnel director elil^.rite an 1 individual ratings from 

the nerr c»U»‘'rate and glou.ng instructions regarding 

ueiX frnm the sales promotion director and 

presumably are the major orders rLiverfrom hh r •“ 

sales manager F.ach of cd from his line supervisor, the 

ncular rcspinsibilirv pi ices hea\^- hnr i * ^ 

-hen apphed to a pa^Lr 'n^nsistent 

tui^rsis^Lav rcceiv an n 

the afternixin he is expected 

the executives with fu^^ional ai d"aining conference. Each of 

central clearance (like the chief of sm^ 

to make sure that all rife direcVms. whel combrnedT^ organization) 
coniuttenr, do-ablc assignment >mbined together, make a 

SulisTanruU use of funerS aurh • 

«»ce of the line supervisor As m n'eaken the influ- 

fr«ni the functional specialist the oL^"' received 

mrn to them for interpretation, advic^T d ^ naturally tends to 

eir particular instructions. This admitt^dlv^TT'^^ T 
- '-c -pcrxisor and can depreciate his'^lft^rhe'^ro^Sb! 
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ordinates. The reduction of the role of the foreman to little more 
than a stimulator to action in some of the highlv' “fiinctionali/cd” 
shops has become a graphic example of this tendency. And vet the 
line supervisor is expected to see that the directions are carried out; 
he is the one who is supposed to get results. 

There is danger that the use of functional authority will lead to 
autocratic and inflexihle administration. Since the man Avith func¬ 


tional authority can speak with authority of the principal e.xecutive, 
there is an ever-present temptation to rely upon official decree rather 
than voluntary agreement. This autocratic approach, as will be noted 
later in discussion of direction and control, loses the benefits of joint 
participation and, under some circumstances, results in indifferent 
work. Then, as operating conditions change and there really is need 
to modify the direction, the centralized executive may have lost inti¬ 
mate touch with the actual situation. Often a conference or two. 
perhaps with the principal executive, who is likely to be busy, will be 
necessarv to achieve the merging of several compartmentalized view¬ 
points and the issuance of new directions. Where decision-making is 
kept within the powders of the line supervisors, and particularly when 
such authority is decentralized, this source of inflexibility can be 

avoided. 


Conditions favoring the use of functional authority 

Examination of the preceding limitations of the use of functional 
authority will show that much of the difficulty arises when functional 
authority is granted to several different executives, and when it covers 
a substantiaf part of the total job of an operating person. Like many 
other refinements or short cuts, when used occasionally and in mod¬ 
eration they work well, but \\'hen adopted as a primary basis of 
administration thev cause confusion. Functional authority works best 

under the following conditions: 

1. When only a minor aspect of a total operating job is covered. 
This may be either a relatively unimportant phase, for instance, 
medical examination of plant vvorkers, or accounting records in a 
district sales office. Or. it may be the detailed procedures to be fol¬ 
lowed in the execution of a plan already agreed upon by the line 
supervisor, as, for example, the particular steps to be followed in 
merit rating or in placing advertisements in local newspapers. It is 
important that such activities be performed properly, and when the\ 
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consnnire a relarively minor and somewhat alien part of the total 

activity involved it may be better to let some specialist stipulate how 
thev should be done. 

^ rechnical or specialized knowledg^e of a type not pos- 

scssed by operating executives is needed. For example, the typical 
operating e.xecumc in a manufacturing or distributing enterprise 
probably does not understand the intticacies of real esrate. tax, or 
construction problems, since he encounters these fairly technical 
problems inftequently. Also, these are the types of problems on xvhich 
e principal executive would probably accept the advice of his assist- 

direedy' specialized executives to deal 

3. -iVhen uniformity, or at least consistency, of action in several 

reZLTocaier"™'- Tk 

Ixte^n cred r K “l^i.^bility of consistenl 

illustrates this point. ^ ° product divisions of a company 

autlrin'L7L“Vuitr he"£^ P-T"'’ fonctional 

other Lnd. its overuse c nTe d r P“P''- ^e 

there is any doubt regarding the deslraWfc. "fthe amnoemLr> 

ing of the princLi exrcu , ve 1 ^ 

almnst the same results as when liThL f ^r^oomplish 

doubt, be cautious abou“ dj 

SPEcr.\L Arrange.mexts for Staff Work 

Before leaving the general subject of staff it will K in i r , 
least note some of the special wavs stiff n, k , ^ helpful to at 
of the organization Important in Vl * ^ related to other parts 

nient of both staff .nd’! rU"dunesTTrJ;e"^ '' i 
enterprise. “P“«tion of staff units at several levels in a large 

Combination of staff and operating work 

Particularlv’ in small entemrispc it- u 

'•perating and staff duties fX examni to combine 

' ''■‘"’P'"- ^ ‘teasuter may not onlv be 
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responsible for directing the financial activities, but may also serve 
as a general assistant to the president. In such a situation it is com¬ 
monly said that a man has two hats, one to wear as an operating execu¬ 
tive and the second as a staff assistant. Unfortunately, this is only a 

m' w 

figure of speech and all too often the employees contacted by such an 
executive are not sure whether he speaks in his capacity as treasurer 
or as an assistant to the president; in fact, he may not draw the distinc¬ 
tion sharply himself. 

If the concepts are clearly established, however, this confusion can 
be minimized, and there are numerous examples w here a single man 
has performed such a dual role effectively. In small units, w'here the 
expense of a full-time staff man may be prohibitive, this may be the 
only arrangement that is practical. 

Service divisions may also be assigned a dual role. Again we are 
talking about the consolidation of tw'o separate organizational devices, 
an operating service and the extension of the abilities of an executive. 
Leonard D. White draws this distinction sharply: 

The staff function and the functions of auxiliary services are different and 
ought not to be confused. The auxiliary services are operating agencies, staff 
is a thinking, planning and advisory agency. The auxiliary agencies are con¬ 
cerned with the maintenance of an existing organization, and are not concerned 
with major substantive policies; the staff is concerned with the revision of 
organization as new needs may dictate, and wdth the reformulation of major 

policy.® 

In actual practice it may not always be practical to maintain such 
a sharp distinction. The sales promotion department, for example, may 
perform a variety of services for salesmen, such as the preparation of 
samples and the mailing of letters to prospects designated by the sales¬ 
men, and at the same time it may be an advisor to top executives and 
field supervisors as to sales methods. Likewise, the engineering depart¬ 
ment may both perform engineering services and also be the chief 

source of technical advice throughout the company. 

A similar arrangement is recognized in army organization w here a 
single individual may be both in command of an activity and also the 
advisor to the commanding officer on, say, ordnance or artilleiy. 
Again, where such a grouping exists, it is usually dictated by econ¬ 
omy; it is less expensive to use the specialized ability of the executives 
of such divisions in both staff and operating capacities. 

B An Introduction to the Study of Public Adminimanon, 3rd ed., page 32. Copy¬ 
right 1948 by The Macmillan Company and used with their permission. 
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An e\en more complex arrang'ement may be found for a few divi¬ 
sions that provide operating service and staff advice and also exercise 
functional authorin'. It is not uncommon, for instance, for the per¬ 
sonnel department to operate cafeterias, recreation facilities, or em¬ 
ploy ment offices clearly as service activities; to advise executives at 
all levels of the e.xecutive pyramid with respect to, say, training and 
emplo\ ee moti\ ation, and to check up for the chief executive to be 
sure that these activities are properly handled; and, in addition, to 
exercise functional authority with respect to employee records, pen¬ 
sions, and similar matters. Similarly, the accounting department often 
per orms a large volume of operating work, advises executives regard¬ 
ing the interpretation and use of accounting figures, and has func¬ 
tional authority' over accounting methods and procedures throughout 
the company. ^ 

Naturally, such complex relationships are potential sources of con- 

usion. Howev er, if the basic concepts are understood and the duties 

P^r*^*cular department clearly defined, such a combination of 
duties may be entirely practical. 

Duplicate staff 

on!" under "Ot 

executives an i f but also under the major departmental 

a^istam t ^ ■^•’US, there may be a leoal 

r rh ^ manager, to the sales manager, and occasionally 

Hound^r" or morievek 

tir The dr,bT“ /"k '’“‘'8“"®’ °*er func 

vrdume of such work under'L^ch of T™"' 

nicanng it d;wn1^";etf;u;er“^^^^^^^^^ ““ 

the supervisory a^'israncrbTrea^fy avIilTbkTthT’ 

r..“" *f "■" "s 

pany has no alternative but to du^icaTsuff ft thTl’ 

centers of administration. ^ ^ ^ operating 

the staff manTttalre^ftothrstntor^ desirable to permit 

mant and assist in t tTaLwTstS^r' ”f“ " “PP””'' 

mg ot staff men performing a similar func- 
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tion in subsidiary operating units. This practice, along with the 
parallel fonn of organization, which will be discussed in more detail 
under organization structure, promotes consistency and efficiency of 
administration, even when the staff advisors are nominally independ¬ 
ent of one another and attached to separate operating e.xecutives. 


Summary 

The job of an administrator has been divided, in this book, into 
planning, organizing, assembling resources, directing, and controlling. 
These tasks often are beyond the capacity of any single executive. 
The simplest, and therefore preferable, way to cope with this hea\^ 
load is to delegate part of the administrative tasks to subordinates who 
are also responsible for performance. Another possibility is the use of 

staff. 

Staff assistants mav help an executive in a variety of ways. Usually, 
their chief job is to'assist with the planning. They may be asked to 
gather facts, analyze troubles, make recommendations, draft instruc¬ 
tions, and secure suggestions and view^s of various people affected by a 
proposed order. Often, they assist the executive in directing by 
explaining and interpreting orders and by counselling with subor¬ 
dinates. Sometimes staff men are asked to keep track of what actually 
happens and to initiate corrective action when necessary; in this way 
they help in controlling. In large concerns, the use of special staff 
assistance on problems of organization and executive personnel is not 

uncommon. . , . 

In all these activities, the staff man is doing what the executive him¬ 
self would do if he had the time and ability. The staff man always acts 
in behalf of the executive, and in this sense tries to function as an 

extension of the executive s personality. . , \ a a 

Staff is likely to be useful when it is not practical for an overloade 

executive to delegate down the line, because (1) coordinated acnon 

of several operating units is particularly important, (2) expertness, 

adequate attention, and objectivity of a staff man will re^lt in greater 

effectiveness, or (3) operating subordinates are already loade > 

cauacitv. On the other hand, staff often mcreases administratn e ex- 

peLe and it inherently creates complex relationships. Consequent y, 

it should be used with caution. . 

Even greater wariness is needed when functional author.t>- is con¬ 
sidered. Issuance of directions by one person for subordinates o 


THE ROLE OF STAFF 


201 


someone else to carry out is likely to lead to confusion, unless the 

directions deal with a relatively minor and specialized phase of 
operations. 

The needs of the particular executive should determine what, if 
any, staff help is desirable. Sometimes one or two assistants who cover 
a wide range of subjects are needed; occasionally a group of more spe¬ 
cialized aides are advisable. In many situations no full-time staff is 
warranted, but certain operating or service executives devote part of 
their time to staff work. Whatever the scope and the time spent, staff 
work will be fully effective only if the staff man has ready access to 
information, is consulted regularly by the principal executive, takes 
imtiative, and relies primarily on persuasion to get his idea accepted. 
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Chapter 12 


DECENTRALIZATION 


Few aspects of organization are any more vital to effective adminis¬ 
tration than is decentralization. Already the topic of frequent discus¬ 
sion, this subject will probably receiv'e increasing attention as we 
improve our administrative skills and our knowledge of human 
behavior. 

Meaning of decentralization 

Unfortunately, the word centralization (or decentralization) has a 
number of different meanings, and to avoid confusion it is important 
to recognize the particular sense in which the word is being used. In 
connection with administration, centralization (decentralization) may 
refer to (1) departmentalizing activities, (2) location of actual per¬ 
formance, or (3) the level in the administrative hierarchy at which 

operating decisions are made. 

The centralization of an activity-such as purchasing, maintenance, 
public relations, training, printing, or sales promotion—into a single 
division has already been discussed in the chapters on deparmientation 
and service divisions and needs no further comment at this point. 

Physical decentTcilizcttion. Centralized versus decentralized location 
of activities is too specialized a subject to be explored here. The sub 
ject includes such broad issues as the concentration or the dispersion 
of manufacturing plants, the use of multiple retail outlets or ware¬ 
housing facilities to service customers, and the separation of head¬ 
quarters offices from operating units. Even after specific locations are 
selected, there still remains the question of just what activity wiU be 

performed at each place. , 

In accounting, for example, a retail outlet or a manufacturing p ant 

may keep only a minimum number of records and forward all sales 

slips bills, and other entries to a central accounting office; or it may 

maintain a complete set of books so that a balance sheet and profit- 

and-loss statement for the individual unit can be prepared loca V. 
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Similarly, sales activities at a branch office may be confined to routine 
contacts with customers; or. all merchandising service, and selling 
activities relating to customers in that district niav be included. Even 
at a single sire the location issue appears in the form of lavout prob¬ 
lems. noth questions as to the desirability of such things as cen- 
tralizcd sr<jrcroonis and centralized files. 

These locanon questions can usually be settled only by considering 
a variety of factors such as service to customers; cost 'of labor and 
materials; availability of pover. repair service, and technical ad¬ 
visors; ease or difficultv- of communication; economies of large scale 
<*peranon; and additional capital investment required, 

nf ^ discusion of decentralized location is beyond the scope 

of this chapter, the cho.ee of location does have some bearing on 

activties me r""", "Vm''’',’"''’- P''-'’"'-"' d'«"tralization of 

c .1 the difficulty of communication and often creates 

d^entrabzathT "f and coordination. Consequently, 

d^rTrleJ ' authonn- IS more likely to be found in widely 

involve auesttnV fl “ !“ “ P^'''‘‘^‘'lar situation may well 

ccnml o^rr""' " i" be most ufeful to con- 

Amhoriiv t, P!”^ "f decentralization of authority. 

there must L delegrtion ofTri; '"'‘''P™', ">»■■« people 

tion to act. The only purpose oT'ht " ^‘^eompanying obliga- 
over to them certain'duries n ' employees is to turn 

" Thr:;" ^ ^ i„evitab"1n e "y 

who is to decide what'is 'rb^donT”!" ““'bority to plan, that is, 

to decide what customer, will be solicited “thTt"’ 

non to be used, prices to be charged credit ter ^ ^ P™'"°’ 

the time and nature of his contacK with ™ '? offered, and 

a -gle salesman in a fore^ counttroMs h 

«.11 be accepted (2 haplns for , orders 

the prirblem from a higher echelon ""'t u'"' *^*osmen)? Viewing 
make deuiled plans tha't are then carried'^' executives expected to 
or are executives primarily concerned wrh“h ) ^ 'beir subordinates, 
d*c*r respective jobs w ell? ^ subordinates do 
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examining four alternative ar¬ 
rangements: 

1. Centralized administration 

2. Limited decentralization 

3. Delegated authority 

4. Bottom-up administration 

Although these types of decentralization merge into each other and 
combinations of them are possible, familiarity with the nature and 
advantages of each type will be useful to the administrator faced with 
the practical problem of how much authority to delegate. With these 
situations in mind, the list of factors given at the end of the chapter 
will take on practical significance. 


to plan can be seen more clearly by 


Characteristic Stages of Decentr.\lization 
Centralized administration 

Decentralization is not always desirable, and it is important to 
recognize those situations in which detailed aiid cojttprebensive plan¬ 
ning by the key executive will produce the most effective and efficient 

operation. 

Such centralized administration is found most often in very small 
enterprises, those where the chief executive has only a few unskilled 
people to assist him. He is thoroughly familiar with all phases of the 
operation, and the work typically is limited in volume and variety 
so that he can keep in close touch with all that goes on. In these 
circumstances he can give detailed instructions to his employees and 
adjust the plans as current circumstances warrant. To hire more- 
competent employees to whom he might delegate some of the plan¬ 
ning would unnecessarily increase his payroll expense—unless there 
is reason to believe that the volume of work might be expanded be¬ 
yond the capacity of the one man to plan for it, or that the new 
man could think of ways to substantially cut expense. Small divisions 
or sections in larger companies are somewhat similar to the small 
enterprise just described; the executive in charge can do most of the 
planning that is required and payroll expense may be kept at a mini¬ 
mum by providing him with subordinates who are “doers” only. 

Centralized administration is not confined to small units. There is 
a successful chain of lunchrooms in New York City in which vir¬ 
tually all the planning is done by the top executive. Neither t e 
managers of the individual lunchrooms nor their subordinates can 
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exercise much lud^ment or inrijtive. The waitresses are instructed 

clear ofF the dishes and when to \i'ipe the counter; the spoon 

has a stipulated place on the coffee cup and there is a ^'iven wav to 

pick up a hot do^. All these methods have been carefulFy studied by 

the fop executives, so that the customer receives clean, prompt, and 

efficient service. The limited menu is planned in a central office; prices 

are fixed; even the temperature at which the soup is to be maintained 

at the steam table is specified. Selection and layout of ecjuipment, 

store display, and selection of personnel are all decided in the central 

office, fhe result is an attractive eating place with uniformly good 

quality of food. Adjustment to the individual wishes of customers is, 

of course, at a minimum; rules prevent even an extra cup of hot water 

with a cup of tea. Still, there are enough people who want the type 

<»f food that is offend in the manner It is served to make the total 
operation quite successful. 

The chain of lunchrooms just described is not an isolated case of 
centralized administration. Some of the automobile and equipment 
finance companies are almost as highly centralized, and, if we con¬ 
sider indiMdual departments such as sales, accounting, credit or 

production, the examples of the use of central administration are more 
numerous. 

. 1 fir® J'’? of centralized administration are 

lit f PS'^onnel in subordinate positions, with a 

usual knowledge or judgment that may be possesselT by top execu 

mr'" I " of this ta pe of arrangement will become 

.dent as the advantages of more decentralized forms are discussed. 

Liiiiic6ci decentrali/ation 

pt.w:wr:Vcrd'7nr^ p/T"*’ 

level ot supervision. second 

The gt^ral n^ger of a manufacturing company with aDoroxi 

authority to the production man iger biJ^r H decentralized 

that the dclegatitm had very definite examination revealed 

Suahty and inapecdon poUcy. purchlsiTZ? 


matelv 



206 


DECENTR ALIZ AT 1 ON 


merit of foremen, changes in basic wage rates, and similar matters 
still required final approval by the general manager; in many instances 
he actively participated in forming such plans. 

On the other hand, the production manager scheduled production; 
requisitioned materials, operating supplies, and repair parts costing 
less than a hundred dollars; in conjunction with the foreman con¬ 
cerned hired employees, granted time off, and handled other routine 
personnel matters; assisted foremen in overcoming production de¬ 
lays; and otherwise was responsible for “getting the work out.” The 
production manager clearly did not have unlimited authority over 
production operations; nor did he rely on the general manager for 
detailed planning or guidance every time operations failed to proceed 
exactly with prearranged schedule and methods. Instead, he used his 
own initiative and discretion within w’ell-understood limits. 

A somewhat similar limited decentralization is often found in the 
relations between headquarters and branch activities. The Ford Alotor 
Company, to cite a specific case, for many years gave its assembly 
and sales branches only limited discretion in operations. Basic policies, 
production methods and sales procedures, budgetary limits on ex¬ 
penditures, major capital additions, and such matters were all decided 
in Detroit by top officials or their staff assistants. The branch man¬ 
ager, then, applied this basic plan to his particular assembly plant 
and sales district. Obviously, a great deal of detailed planning was 
necessary by the branch manager and his subordinates, but they oper¬ 
ated within a clearly established pattern. 

A similar arrangement is found in the Washington-field relation¬ 
ships of many of the departments and agencies in the Federal govern¬ 
ment. In the better-run agencies, the field personnel may participate 
in the formulation of procedures and policy, and there is a free flow 
of information between Washington and the field. The field office 
personnel usually decide how the general rules and regulations apply 
to an individual situation, but with a given set of facts there is typi¬ 
cally a very narrow area in which they may use their own discretion. 

The proponents of limited decentralization feel that they get most 
of the benefits {)f centralized administration, notably the widespread 
use of the good ideas of the top executives and centralized regula¬ 
tion of operations at least in those areas where it is believed important 
for purposes of consistency, efficiency, or control. On the other han , 
limited decentralization does relieve the top executive of attention 
to a great deal of detail, and thereby frees his time for other matters. 
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Also, especially in large scale or far-flung enterprises, action on spe¬ 
cific problems can be taken much (Quicker, and there is possibility of 

more adaptation to local situations than would be possible under cen¬ 
tralized administration. 

Delegated authority 

Under the plan of delegated authority, operating decisions are 

pushed well down the line to superintendents, branch managers, and 

similar executives; often to foremen, sales supervisors, and other first- 

line supervisors; and sometimes to salesmen, bookkeepers, machinists, 
and other direct operators. 

One of the large soap manufacturers, for example, has adopted a 
stand^d practice of delegating considerable authority to its plant fore¬ 
men. These men have final discretion as to the selection, transfer, and 

menT an^d closely the condition of equip- 

«sa,l Ch shutdowns for maintenance purposes are neL 

sary. Changes m operating methods are made only with their 

approval, and they carry the primary responsibility for training the 

Terr r over such^mat- 

ina rn ^^P^^^'hility for seeing that output is maintained accord¬ 
ing to schedule and that expenses are kept low. 

howeveTTcrifeX'"^'' 

ol ’ I nineteenth century autocrat who was ffiven 

toTiZedkTe 

advice from outsiders as a transgression of his 7ferogIXe-yes''\ven 

to his employees from .r department on matters pertaining 

equipment repair from rh department on questions of 

efficient ways of handling marerials and H designing more 

worked in several of thes! staff divisions and ffi any'ev"nt Tf” '’T 

trinated with companATpolicies and orori^/^ been thoroughly indoc- 
higher management is reasonably sztrThTZuT^'''? '' 

department or for certainTdhdduals*Thfe “ P"dcular 

partment of one comn,„„ " ^ ” the credit de- 
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men was adjusted to their experience and ability. One man who had 
been with the company for a long while and had demonstrated good 
judgment could grant credit up to $50,000 to a customer, and was 
given a free hand in pressing for collection. The other men could 
extend credit up to $15,000 per customer, and had to secure the ap¬ 
proval of the credit manager before going beyond this amount. They 
also were required to discuss the situation with the credit manager 
before sending other than the routine collection letters to a customer. 
The credit manager, on the other hand, had been given full authority 
to grant credit and make collections, the only restrictions being placed 
on him by the treasurer were the total amount of assets to be tied 
up in accounts receivable and the over-all expense for operation of 
the division and for bad debts. Here again, substantial authority was 
delegated to persons whose action would reflect previous training and 


company tradition. 

Important among the advantages of delegated authority are (1) re¬ 
lief of senior executives from the time-consuming attention to detailed 
methods; (2) increased flexibility arising from the authority of junior 
people in the organization to make prompt decisions without await¬ 
ing approval of the action from one or more supervisory levels; 
(3) greater interest and enthusiasm of employees on lower levels who. 
because of their increased authority and responsibility have more per¬ 
sonal pride in their work; and (4) development of junior executives 
for promotion to positions of greater responsibility. 

These advantages of delegated authorin' become increasingly im¬ 
portant as an enterprise grows in size, and they account for the 
conviction of many modern executives that authority should be de¬ 
centralized as far as operating conditions will permit. 


Botto: 


administration 


Bottom-up management represents the ultimate in decentraliza¬ 
tion. Under this plan, not only authority but also initiative is decen¬ 
tralized. Each plant, each unit, and perhaps each individual is made 

to feel a proprietary responsibility for his activities; 'JP 
to figure out hoxv they may be best performed, and then do the job 
in that manner. Centralized staff assistance is used only insofar as the 
operating people believe it v ill help them; it they can get better 

results following their own ideas, no one complains. 

This extreme form of decentralization is not uncommon in co 

panics that have foreign sales offices or manufacturing plants. 1 he 
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distance betw een headquarters and operarin? units makes communica¬ 
tion slow- and inaccurate, and the unfamiliarkv of top executives wntb 
local operating conditions makes centralized planning of dubious 
value. Aside from general control over products handled, size of 
operation, and total investment, experience of most companies indi- 

selecting a capable manager for the foreign unit 
and then giving him free rein. The managers w^ill be keenly interested 
in any ideas or e.xperience of the domestic organization, but they use 
their own |udgnient in adapting the ideas or developing entirely new^ 

ones. In ^-ict, the foreign units may w^ell develop new ideas that are 
subsequently adopted by the domestic operations. 

Some firms treat all of their operators in essentially the same man¬ 
ner. Instead of plans going from the top of the organization down 

me become that of helping the operators do a better iob in contrast 

:i :h:ou/roX 

soJnll wS P- 

Shoe Compiinv “w'lri ^ ™?'" of the board. American Brake 

degree of decentralization n^ oX^wou'dT'°d = h'Slt 

end could bring ruin to the bnainl'-rMoreovetT^^^^^^ 

of one unit will not be a calamity fof the'ent'ire'comn h 

ver« reactions on the other operating units For eLTnle^r 

has been employed with considerable success in Am ^ ’ n‘ “"“pt 
Wany and in Johnson . Johnson, both multi-pX^': Xum 

locll p cTnnrbegranted"™ch freedom Use”of c^o““l 

attitude and approach to the question of dec ® general 

tnanagement has very wide application ^ decentralization, bottom-up 

he greatest advantage of borrnm ht^ 

-g bottom-up management is its effect on 
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the members of the enterprise. It stimulates the employees to chal¬ 
lenge, discover, create, decide, and initiate. Not only does this enhance 
the morale of the individual concerned, but it provides a dynamic 
force that can be made an important source of profitable operations. 
It provides excellent training for future executives. Also, operations 
are adapted to local conditions, inasmuch as both initiative and au¬ 
thority are thrust upon those who are most familiar with the actual 
operating situation. Administrative controls can be simplified, and 
some eliminated entirely. Mistakes will be made, to be sure, but the 
cost of a few failures will be more than offset by the cost of elaborate 
precautions devised to prevent making any mistakes.” ^ Bottom-up 
management, like delegated authority, relieves the top executive of 
attention to considerable detail, and also provides flexibility through 

prompt action. 


Effect of supervisory review on decentralization 

The preceding discussion of decentralization has placed emphasis 
on the organizational level at which decisions are made. A whole 
range of possibilities, from highly centralized planning to the situa¬ 
tion in which both authority and initiative are pushed down to the 
lower levels, has been considered. In actual operations, decentraliza¬ 
tion is concerned not only with the level at which the original decision 
is made, but also with the way those decisions are reviewed by senior 
executives. Thus, if a sales manager insists on reviewing every quota¬ 
tion before it is sent to a customer and frequently revises the price 
suggested by the salesman, there soon will be very little decentra iza 
tion with respect to this activity. In effect, the salesman merely makes 
a recommendation and the final decision in each specific case is made 

by the sales manager. 

Another way is for the senior executive, say the sales manager to 
permit his subordinates to make decisions on specific cases; he then 
reviews the action taken and, if he believes the current practice shoulu 
be modified, issues policies, procedures, or other standing rules to be 
followed in the future. This type of supervision results in hmited 


decentralization. . from 

Still another possibility is for the senior executive to r 

either making decisions on specific cases or setting “P g;""™ P™: 
cedures to be followed; instead, he provides additional facts to his 
subordinates, gives them advice and counsel on the desirability of 


2 Ibid., page 19. 




DECENTRALIZATION 


211 


course of action versus another, and otherwise trains them to make 
what seems to him to be wise decisions. This type of supervision 

seeks to improve the capacity of subordinates to make sound decisions 
and does not interfere with delegated authority. 

And finally', the senior executive may adopt the attitude that on 

the average his subordinates will make wiser decisions if he does not 

attempt to impose his will upon them. He is prepared for the fact that 

some mistakes will be made and avoids an I-told-you-so attitude when 

a new method initiated by a subordinate does not work satisfactorily. 

He IS prepared to give advice and counsel (and when necessary to 

remove incompetent subordinates) but is careful to see that initiative 
continues to come from the bottom up. 

There are, of course, many other aspects of supervision, and these 

wll be considered ,n a iater chapter. It is sufBcient to note here that 

the degree of decentralization has a major influence on the manner 
Or supervision. 

Factors to be Considered in Decentralization 

onJoVrlr'"" P”""" decentralization of authority is 

addition to administrative organization.' In 

entire ^ Selection of a basic concept that is to characterize the 

yritinnrjrr wi* the president and 

as the d ur^n 'h?' ‘‘•''"ST'' ^bordinates. Inasmuch 

there are aTeries 'T"" "c“ “other, 

• relationships to be considered. Fortunatelv in 

of decentralization.^Evyn T onriT'hicr ' <I““tions 

emphasis on decentralization there stifl re ^ '"n”'" 

oons of what types of decisions should be'made' troublesome ques- 

retained for top management incr I. c j exception and 

“thority to make decisions be dele^ter an7 in'a' 

gacea, and, m a given situation, 
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should limited decentralization be employed instead of full delega¬ 
tion of authority? The answers to such questions appear to lie in a 
careful consideration of the following factors as they are found in 
particular operating situations. 

1, Who knows the facts that will determine the decision, or can 
get them most readily? 

Sometimes a single individual—salesman, machine operator, adver¬ 
tising manager, plant superintendent, purchasing agent—becomes ac¬ 
quainted in the normal course of his work with all the facts needed 
to make a given type of decision, and consequently becomes a natural 
point for decision making. Many decisions, however, require informa¬ 
tion from several different sources; for example, the purchase of a 
new machine requires data regarding production methods, plant lay¬ 
out, future volume, availability of capital, workers’ attitude, and so 
forth. Channels of communication must be established to bring this 
information to a single point; it may be easier to pass general informa¬ 
tion down the line, or, in otner situations, to pass specific informa¬ 
tion up the line. This raises considerations of the accuracy, time, 
and cost of such communication. 

2. What is the capacity of men at different organizational levels to 
make wise decisions? 

Clearly, if people in lower levels—salesmen, foremen, office super 
visors, branch managers—lack the inherent ability and training needed 
to make a wise decision on the subject in question, there is a com¬ 
pelling reason to withhold authority from them. Such capacity, how¬ 
ever, is usually a relative matter, and even the assumption that wisdom 
increases as one moves up the executive hierarchy does not provide a 
key as to how far up the decision must be moved in order to get a 
reasonably satisfactory decision. It is to be noted that a man s ability 
to deal with daily operating matters may be substantially greater 
than his abUity to judge technical subjects; this suggests freer delega¬ 
tion on certain types of problems than on others. 


3 Capacity of individuals at different positions in an organization is 

there is always the possibility of increasing or decreasing the capacity ot tne 

p<»i5o„ by 

this fumr. cap«:i7. as well as ^ d°S.ed by relative sjary 

of time, the capacity maintained at different levels ma_ / 

expense. 
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3. Is there need for speedy decisions adapted to varying local con¬ 
ditions? 

The repair of a breakdown on a railroad, or the buying of fruit 
at a wholesale auction obviously call for placing authority near the 
place of action. A similar, though perhaps less dramatic, pressure for 
prompt action is found in other situations, such as the negotiation of 

contracts, the employment of personnel to meet unexpected peak 
loads, or the adjustment of a complaint of an irate customer. 

4. Is coordination nvith other activities particularly important? 

Sometimes unifoimity of action-for example, the same prices for 
all customers m a given area, use of a single account clarification, 
emni/ .^ichedule for determining the length of vacation for all 

rive m t'l^se"m that decisions rela- 

tne to these matters must be made centrally. In other instances such 

as dcterimmng the weekly production schedule or laying out a na- 
rl m'urrT 7' ptomorion program, actions® in several 

c"nirpTnl;'““''' “d this requires at least some 

5. Ho'zi' significant is the decision? 

or twt'cTeaHv'ThVuirKft'r'^”*^ decrease profits only a dollar 

expense of communication u^nd Z^n^re^hatner 

savings resulting from the judgment of the LIZ* • ^ ' 

Other hand . any decision that LlZe a mZr ei P" ^e 

ttons. be it either a single transaction or a b Jc pXv "sZwT”' 
least approved by a senior executive. ^ ^ ^ 

vu.kmg the Me- 

The executive who is facpH u j 

J^ly will be freer in making delegatiZro^ZZ °!1 

« several other wavZ relievZf ™P'"'-sion in Chapter 15, there 

reduemg the scope of his responsib^hZcLhirtZ""''': 
pcctcd to spend pereonaUv in nnrcM. he is ex- 

pro\tiding him with staff assistance. Insimilar activities, and 
duties of each executive to a reasonahl i adjusting the 

^8^** of decentralization is of “ “*«dual, the 
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7. Whjt is the si^iftcarice /// the particular situation of the initiative 
and improved morale that may he ^^encrated hy dccentralizjtmn? 

Coiup'.inlcs th.ir arc f.iccJ with frequent changes in consumer de¬ 
mand, In rechnology, or in competitive Miuation !;ue particaiar n«^d 
for adaptahilit)’ and initiative on the part of their employees. In other 
cnte^)rii.cs, such as manv public utilities, the rare of change inevitably 
is slower and a large niiinl>er of emploN ces uirh originality and initia¬ 
tive may actually crc.ite discontent and low er morale. In somewhat 
the same way, particular units or field offices of a company may be 
expected to be creative or «*riginal in their activities, or thej' may 
serve the enterprise best bv pnividimr stable and dependable service. 

American tradition favors both the freed«/;c of action and the dv- 

0 

namic individualism that arc assr>ciarcd w ith a high degree of decen¬ 
tralization. But it is well to remember that there alw'avs have been 

m 

limits on the proportion of the population that conform to this 
tradition. 


The importance of anv one of the preceding factors in a company 
where decentralization is bcinc considered will vary from situation 
to situation. Sometimes the need for speedy local decisions will be a 
dominant consideration, and at other times the pressures on the time 
of the top executive; perhaps the importance of the decision being 
made combined with the need of close coordination will place severe 
limits on the amount of decentralization possible; enterprises with a 
capable sales or production force, oj>erating in a dynamic, competitive 
situation may find decentralization essential; and in still other situa¬ 
tions the balance of pulls up and down w ill be even more complex. 
Bv and large, however, decentralization problems in American enter¬ 
prises reflect not so much the complexity of the problem as a f^Iure 
on the part of administrators to recognize the aJtemativ^es available 
and to make a systematic anai\^is of the advantages and disadvantages 

of different arrangements. 

There are two aspects of the planning process that can be of great 
aid in decentralization. First is the concept of hierarchy of plans, and 
particularly hierarchy of goals. It was noted that these plans move 
from verv broad and general obiectives to successively more nan-oy 
and specific goals and standards. To a considerable extent, though 
not entirely, this narrownng of scope correspemds to the 
and redelegations in the executive pyramid, so that even where me 
junior executive is delegated considerable authority, he operates as a 
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part of a whole general structure and accepts as his objective onlv 
a limited range of activity. oni\ 

Second, standing plans-particularJy broad policies but also dc 
tailed procedures for those icrivir.Vc H.o. ^ ^ 

prise, such as accounting n c I. s , t idr'^" ‘"^7 

within which delegated author.^, fc^ercil d Th'^"'7" ‘ 

rhe sante naanner. Th^se thint ci.lurr" r 

where considerable degree of decentral,.ati,,:,’ is e,^Lvl.d.""’"’ 


Su AIMARV 

bemaLTfrecurlg^rlbUn^^^^^^^ ^plans) should 

tion as ro what sul)if^rf^; u. i ^^^**^**^f t.irors. ] here is ques- 

levels of the executive pvr u,,i l' ’'^t' l’‘■"l’l' the lower 

by subject, iC .tbjetnes bror/"'' ' ' “ 

deTentaS'*' 

fouTp:/l;L'’,T“et^ ™”«;;;d by describing briefly 

-"= 5 — ri-“ 

IS no sharp division betneen Them an f ' ' “'■‘■sngenients. There 

Within a department or for a particula lollovvcd 

typical pattern in the company. ^ subject that dilfers from the 

or can get them most readily^ Whit is the' fwrtinent f acts, 

ent levels to make wise decisions^ Is rhr *«en at ditfer* 

adapted to local conditions.^ Is cLrdinL" ^ 

particularly important.^ How sieniheanr ’ ^‘th other activities 

involved.^ What w ill l ^ How busy 

This chapter is the third dealintr h T on morale? 

bshed in administratii e organization FiHr^ ' relationships estab- 

delegation were examined Then the n ’ ""biiplc 

f'-S “ i' 
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The principles developed in these three chapters, together with 
those covering departmentation (Chapters 8 and 9), deal with the 
organization issues faced most frequently by executives. Attention 
will next be given to the use of committees and boards of directors, 
and then all of these concepts will be drawn together in the chapters 
on organization structure. 
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Chapter 13 


USE OF COMMITTEES 


other ancient civilizations Tr has K • i i Roman, and 
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democracy, and ir is now found in 

endeavor-churches, schools (children areYuvfo t^fo™ 

ar about the same time they learn to write their nImes) unfoT'"'“ 
diverse experience with the uL oT cJ 'P"'! S^n^^rions of 

Er£t: 

useful to consider, first whar rhic i ^ committees, it will be 

r, nrst, what thB popular remedy for administrative 

Nature of a committee 

to per^rmeYlYrarivfLT 

requires the free interchano-e of iA only as a group and 

ship on a committee typicaflv is onf^ ^^^ng its members. Member- 
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their efforts. To expedite action of rh. “ ™|ot portion of 
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of his assistants, or a number of individual *"eta' 
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and meetings in which the interplay of ideas is limited to occasional 
^questioning of the speaker. Such conferences can be important in 
Training and directing, but their consideration here would tend to 
confuse the basic issues regarding the use of committees. 

Committees are used for a wide variety of diverse purposes. Con¬ 
sider, for example, the following. The budget committee, usually 
composed of major operating executives, agrees upon over-all pro¬ 
grams of operation, and then, if actual conditions do not permit the 
achievement of this program, it develops revisions necessary to keep 
the operation in balance. By contrast, the typical grievance com¬ 
mittee consists of an equal number of representatives from the lower 
levels of management and the union, and is concerned with negotiat¬ 
ing settlement of individual employee grievances. 

A suggestion committee, on the other hand, should consist of in¬ 
dividuals who are recognized for their fairness and objectivity, as 
well as their willingness to make changes; this group is charged with 
appraising the practicability of employees’ suggestions and deciding 
upon awards that should be granted. A safety committee, to cite 
still another example, is made up of representatives from each im¬ 
portant section or department (membership is considered an honor 
and is often rotated from year to year); whUe the group may de¬ 
velop new ways of securing safety, its primary purpose is to educate 
and generate enthusiasm of the members and their constituents or t e 

program worked out by the safety director. l u 

This variety of possible uses of committees means that the ad- 

ministrator should be careful to select those tasks where gf°“P 
wiU be advantageous, and then make arrangements ^ , 

effective work. Unfortunately, this is not always done. Some in_ 
vidua“s regard committees as a sure-cure for all admimstranve diffi¬ 
culties. Whenever a difficult decision must be 

often the duties of the committee are poorly ‘If ^ 

committees leads to habitual procrastination. It is an opiate 
lieu of effective administrative action. Clearly, such use o com 

'“a bil forTf nt of committees as a practical administrative de- 
vice will be provided by considering; 


j j\(Jvantagcs of committees 
2. Limitations of committees 
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3. W hen to use committees 

Sugg'estioas for effective operation of committees 
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among^ 


I. Provide integrated group judgment 
Promote coordination 

3. ^cure cooperation in execution of plans 

I ram members and obtain continuity of thinking 

provide all of tliese benefits, but often 
t«.. or more can be secured, at least to some e.vtent. 

Provide integrated group judgment 
for’ifie ‘iinis?fa', ™ 

be emnloved ad rrymg to decide where committees may 

^ empbn ed advantageously. He must look deeper to determine 

PcriencTin?r"'l'“r"'™'‘"'''' " " " idc range of ex- 

^es,?on ‘'"'■"■''rlge must be brought to bear upon a particular 

nutketinV problems require consideration from a 

X "sstr:,, 

intimate knowledge rct-ardino diffe' Jspocts, but call for 

eral individuals meet tocethef^ customers. By having sev- 

bined backgrounds and abilities masX“uln”ed‘’oftr"’ ' hf" 

of ideas. .Not only i, ,hore a'poo'linrotras'bm t^"' 

X7X.;l:X¥c-',rr" x 

group are open-minded and sincercKr ’ J j ^ "lembers of a 

a parricular situation the groun n solution 

«.ve. Careful psvch„logiM“es^ nTthfs'"''°" 

but the evidence that dmis etlsr ^ P”'"' b'mited, 

stances the answer arrived n bv favorable circuni- 

she anw.« one ^mbe/o/thrr « better than 

alone . ‘ ' of the group would select if he acted 



‘ * a cotniuem and referMia— . 

l«a««n md Outpot." *«idies. see 



Dale, “Group 
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There is at least an aspect of safety in group judgment. Group con¬ 
sideration tends to guard against personal bias and occasional mental 
oversight. Also, the diversity of backgrounds of the various members 
tends to make each of them view the problems from an over-all point 
of view, that is, they identify themselves with the general purpose 
rather than with their narrower departmental objective. Even if this 
matter of safety is viewed as an averaging process, the group decision 
will be better than the worst of the individual decisions might be, 
and, for reasons already discussed, it is likely to fall closer to the best 

of the individual decisions than the worst. 

Thus, if a committee is properly selected and the members are sin¬ 
cerely trying to find the best solutions to the problems with which 
they are confronted, the benefits of group judgment may be ob¬ 
tained. A wide range of experience and knowledge can be brought 
to bear on complex problems, creative ideas may grow out of the 
group discussion, and, as a minimum, there is an element of safety in 

the group decision. 


Promote coordination 

Committees are often used to help secure coordination. This w^ 
illustrated recently in the management committee of a power lawn 
mower company.'The purchasing agent reported that delivery of a 
particular type motor would be delayed several weeks. He discussed 
with the production manager the desirability of slowing up deliveries 
of parts that would be used with this particular motor, and also the 
speeding up of parts for mowers that might be produced ahead ot 
schedule in place of the delayed model. The sales manager was, of 
course, vitally interested in the entire discussion, because it affecte 
delivery promises he could make to customers. Rather than modify 
production schedules substantially, he was interested in at least partid 
Lembly of all machines, with concentrated attention on adding the 

motors once they were received. 

Meanwhile, the personnel manager was thinking about the eftect o 
the production schedule on his plans for recruiting and training extra 
help to meet the seasonal production peak. The treasurer was inter- 

ested because any change in receipt of raw mater,als and 
affect his cash disbursements, and delay m deliveries «™ld postpo 
the time at which he could collect accounts receivable. The discussion 
of this problem in the committee permitted each member to under¬ 
stand why a change was necessary, to suggest the modifications 
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uould have the least disrupting effect upon his operations, and to 
undersrand fully the ngreed-upon plan and the likelihood that the 

fubstl^llh ^ The resulting unified action contributed 

substantially to economic operations. 

The use of committees promotes coordination in several ways. Each 
mber develops some awareness of the problems of other oraaniza- 
ttonal units represented on the committee, and of the effect'’7his 
own actions on these other units. Moreover, it provides for the eat 

mitt« Often information among the members of the com¬ 

mittee. Often data presented in connection with one problem later 

p oves to be helpful m dealing with other issues. Finally, committee 
^TOtunon^Wh coordinated plans may be 

over all of the otti^f iZTed: tttair"gretemt^ 

Tv^rtLya™t-- 

be mcognized and referred to a higher executi™ for find dection"'" 

ter 2r, wh^tfitS beS o“ut It™''"''' “^P' 

the more important wayft securittoornrr^ 

e-ul~h^trthe “ “ be r,? err'I' 

members of the committee (rth’the'’poLibirs^T'''^ “ 

nating devices, however, in no wav itla«s7rrd,r 
role that committees can play in some circums" 

Secure cooperation in execution of plans 

tnf-rfere'„rfL''™."hlTlrouvh'""'“ differ- 

the nominal reason for calling mosr“ ®‘'°“P '“<^8 merit was 

the executives said that the primarv ^^^^ces, over 70 per cent of 
execution of the decisions reache/^ P^^pose was to secure successful 
the study included some ir^p^ the fact that 

erly be called committees it is rtill ®^,®tencK that cannot prop- 

recognized. ^ """te prevalent than is generally 

Erdual, Conferee,.” Afa„. 
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Among the reasons why committees engender cooperation is the 
well-known psychological reaction to participation. \Vhen an indi¬ 
vidual has a part in formulating a plan, he is much more interested 
in seeing that it is properly executed. Even when his contribution is 
small, the plan is partly his, and his satisfactions rise or fall as the 
plan succeeds or fails. Consequently, when a plan is discussed and 
approved by a committee, the members of that committee are much 

more enthusiastic about its successful fulfillment. 

Also, a plan approved by a committee typically carries more weight 
than one developed by a single member of the group. Subordinates, 
associates, and even seniors are more inclined to accept decisions re¬ 
sulting from careful group deliberation. Being a group decision, it 
is presumed to be a wise one, based on a full consideration of all the 
facts and free from prejudice, and the decision carries with it the 
combined social pressure and prestige of the entire committee mem- 


Committee discussion of plans also helps in their execution y 
clarifying instructions. As a result of the discussion, the members 
know what is intended and through their improved grasp of the tota 
situation they are more likely to make consistent interpretation o t e 

instructions issued. j „AAt. 

This psychological desire to see one s own ideas succeed, 

tional weight attached to a decision backed by an entire committee, 

and the clarification of directors that result from committee 

combine together to make the committee a potent device for secu g 

cooperation in the execution of plans. 


Train members and obtain continuity 

Participation in committee discussion extends the contact 

sle inslhr into the point of view and the problems of other divn 
sions Each member is likely to have to defend his own ideas, an 

the quality of executive decisions is substantially 

of the broadening experience that committee the 

Individual, but makes each person think m “ 

than on a departmental basis. All this is 5"° ; jj„por- 

Another aspect of committee operation that sometimes is p 
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be replaced ' “ hy himself has to 

met^:LTto"eTonTnl:y t 

these can be real advanta<tes anl wLT^H ^“'‘"“"’"“"oes, however, 

“ rmt“’halfn “iX” ^f r^lS 


Limitations of Committees 

stead of^n®i'ndWduIlTasl'”n'''*h^"''V'‘* “ ®™“P “f Poop*® in¬ 
whether thL disadvan^^nerXf ^ 

cured from group action. The princip^al lintitafoL^^ftmmXf a^: 

1. Slow and expensive acrion 
Divided responsibility 
3. Danger of compromise decision 

Slow and expensive action 

Getting a committee toffether fnr n • • r 

-d the busier the individud memb e X XXdfficult f X"'' 

The treasurer may be out of ro«r„ ^ore difficult this becomes. 

have discussions scheduled with out of manager may 

lowing day, a board meeting may take uTtr “T" f"*' 

nme the full committee can meet is fX™ oarliesi 

meetmg is called with one or two memh hence. Even if a 

or two before the smaller group can be a” “ ‘‘“y 

on certain matters may hatl to L Z ^"d then action 

can be consulted. cnred until the absent members 
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For committees with recurring business this difficulty can be 
avoided in part by a regularly scheduled time for meeting. This 
usually means that any action of the committee must be postponed 
until the next regularly scheduled meeting. These difficulties are so 
common they need no elaboration. The result is that it almost in¬ 
variably takes longer to get action from a committee than it does 
from a single individual. 

Committees are also expensive in terms of man-hours expended. An 
hour-long committee meeting of half a dozen executives will require 
a minimum of nine man-hours when preparation time is considered. 
If salaries are distributed on an hourly basis, this meeting may “cost” 
around a hundred dollars. A more accurate cost estimate would be 
the total value to the company of the work these executives might 
do if they were not in committee. When committee meetings are 
frequent and are permitted to interfere with the performance of other 

work, this cost may be substantial. 

The interchange of ideas, which is an essential aspect of committee 
work, increases time and expense involved. Each person is expected 
to state his views, to listen to the views of other members (however 
inconsequential), to comment on the differences, and to explain why 
he takes the position he does. Valuable as such discussion may be, it 
also extends the time needed to reach a conclusion. A single indi¬ 
vidual, who does not need to expound and explain, can reach a con¬ 
clusion with a much shorter expenditure of his own time, let alone 
that of other members of the committee. Obviously, the benefits of 
committee action must be large before the use of this administrative 

device is warranted. 

Divided responsibility 

“That which is everybody’s responsibility, is nobody’s responsi¬ 
bility.” Theoretically, this is not so, for each member of a committee 
should feel as much responsibility for seeing that the assignment is 
properly completed as he would if it were given to him alone. He 
may be restricted in the way he fulfills his obligation, and he may 
be outvoted in the committee meeting, but this in no way reduces 

his personal responsibility to do the best he can. 

Unfortunately, the typical person doesn’t live up to the theory. 

Most of us, when appointed to a committee, recognize some obliga¬ 
tion to put in a physical appearance at the meeting when called; but 
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we give hrrle thought to the matter outside of the meeting and spend 
no restless nights it the delihcrations bog dow n. If a reasonably saris- 
tacto^ solution IS suggested we are quire M illing to approve i't, even 
t oug M e might not do so it we had to make the decision alone, 
i hen. It subsequent events prove the decision to be a bad one mx 
^ g our shoulders and say that it v asn'r our idea anvnvay. 

The thinning out of responsibility that tends to occur when a com¬ 
mittee is appointed IS most troublesome when the chief purpose of the 
committee is to secure group judgment, particularly if the judgment 
na ecision rather than merely advice. How can individual ac- 

straining the logic 

o sa\ that each member is separately responsible just ;is individual 
partners may be held legally liable for the debts of a partnership be 

ditfetcn, fton, thal 3 k adopted 

cludmL in ‘ ' nieniber, and by in- 

action to being clumsy, such a procedure interferes'^ with aJrivl at 

cr^^e^d !fcp "t"’°- 

cision reached, and nTare peec 1 anVtat 
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described in the pteceLc secZ V """''■'’g’ “ 

reporting o, ylltTIrid wLf e«Ttf"yh 7 

some indix idual accountability. ^ sacrificing 

The dilution of initiirlve 

riaUv overcome bv ass.^ngT, tL ^rrZ T";'’''" P^^' 

sponsibility for sJeirg 'th.it »me tvoe , t “"imittee re- 

purptBe, it is desitable' to have a chairman or"ffi 

-o action. This of.c“ “lltL'hT 

ticulat dectsion. \\ h7teX Zar' “ P"’ 

*™P h-wevet, care r^T■ 

ewsmittee nieerino« ^ ^ gain from holding 
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Danger of compromise decision 

When difference of opinion exists in a committee there is always a 
possibility that some sort of average or compromise solution will be 
adopted. All too often some member says, “Let’s agree on something; 

I have to get back to my desk.” One executive committee, for ex¬ 
ample, considered at length the desirability of hedging as a policy, 
but decided not to put it into effect immediately, and later to cover 
only certain parts of the inventory. This compromise decision was 
neither fish nor fowl. Some executives thought the company was 
protected against price fluctuations, whereas in fact the company was 
scarcely covered at all. 

Napoleon had little use for extended conferences with his gen¬ 
erals for this very reason. In his Forty-Fifth Maxim of W^ar he states: 
“The same consequences, which have uniformly attended long dis¬ 
cussions and councils of war, will follow at all times. They will 
terminate in the adoption of a worse course which in war is always 
the most timid, or if you will, the most prudent.” 

Although conferences sometimes arrive at wise decisions, this is 
not always the case. Witness the company that made such a drastic 
cut in expenses of a sales promotion campaign that the advertising 
effort was ineffective. Clearly, the decision should have been either 
to cut the expenditure entirely, or to give the campaign sufficient 
backing so that it would have a good chance of success. Committees 
do not necessarily lead to undesirable compromises, but there is an 

ever-present danger that they will. 

Committee members do not always approach problems Muth an 

objective and open-minded attitude. An unfortunate political at¬ 
mosphere sometimes develops in which members support one another 
more as a favor than on the merits of the issue. Thus, if Mr. X knows 
he will be asking a favor of Mr. Y tomorrow, he may be very careful 
lot to antagonize Mr. Y in the committee meeting this afternoon. 
It takes a careful selection of members and a skillful chairman to 

avoid this sort of difficulty. • • • v, 

Voting is undesirable. This danger of committee politics raises the 

question of when a majority vote should be used to reach a com¬ 
mittee decision. When a committee is charged with making fina 
decisions on operating matters, it often is necessary to take a vote in 
order that action may proceed. In most situations, however, it is 
desirable to avoid counting the ayes and nays, particularly m t e 
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eariy stages of discussion. Where the purpose of the committee is to 

coordination among 
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When to Use Committees 
Categorical statements as to 
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propriations committee, products committee, personnel committee, 
pensions and benefits committee. By no means all the companies had 
such committees, however, and there were many others, particu¬ 
larly temporary committees and committees operating in the lower 
echelons.® To attempt a comprehensive list of all types of commit¬ 
tees that have been found useful in one company or another would 
be not only tedious but definitely misleading, because the needs of 

the different companies vary. 

The most basic advice that can be given is never to establish a com¬ 
mittee unless the advantages of group action appear clearly to out¬ 
weigh those of assigning the task to a single individual. Contrariwise, 
be prompt and persistent in dissolving committees that have com¬ 
pleted their mission or outlived their usefulness. 

Although it is hazardous to recommend specific committees, it may 
be helpful to identify types of situations when committees are likely 
to be beneficial and situations in which committees should usually be 
avoided. The following list, which grows out of the preceding discus¬ 
sion of advantages and limitations of committees, is quite incomplete 
but it will emphasize again certain characteristics of committees. 


Conditions favoring the use of committees 

Committees are likely to be particularly useful; 

1. Wbe?i a wide divergence of infontiatiori is necessary to reach a 
sound conclusion. A product research committee, a pricing commit¬ 
tee a budget committee all deal with problems calling for in ormation 
from several different departments, and often a committee composed 
of men who are intimately familiar with the details of these epart 
ments can provide good group advice and also assist in the coordina¬ 
tion of action agreed upon. , . j * 

2 When the decision is of such importance that the judpmnt of 

several qualified individuals is desired. The salary committee and an 
appropidations committee illustrate this point in internal operations 

connection that virtually all large enterpnses-busmess, charitable, 

government or religious-are headed up by » be « ““'f ‘’"y; 

council, assembly, or some other name. When discreuon is wide, 

'TTk. H,.Idea. I.. S. Smiih, and H. L, Sa^ith Top-Managemea, Onmizatim mi 
Control, Stanford University Press, 1941. pages .9ff. 
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power IS great, md vital issues are at stake, we believe that in numbers 
there is safety. The nine (not one) justices of the Supreme Court to 

decisfons instance, are provided to secure wise and acceptable 

3 When successful execution of decisions depends upon full un¬ 
derstanding of their ramifications. A committee to help plan the intro¬ 
duction of a new- process, or the move to a new plant, for example 

boLf tlirh adaptation and implementa- 

Xpted “ •’" ^gteement with the proced^ure 

irLiZ’lT, f 

d . o secure coordination. An advertising and sales promotion 
committee, a production scheduling committee, or an over-all man 

IfZZpZZT ■" ““dination of 

It IS significant to note that most of the committees mentioned 

overalUffem"^'** ’’"if™" "“''’”"0' “ make final decisions. Their 
over-all effectiveness will probably be enhanced if they are not con 

rely upo'r givdnJ adv ““nting of noses, but instead 

ment among the me'm'bem'' "rte “ “P®" ''oluntary agree- 

directors, salary committees and exceptions are boards of 

Sion IS reached-\ere the , ^ d^oi- 

which becomes authorita^K™"^ potpose is to secure group judgment, 


committees 


Committees are usually not desirable: 

1. speed is zital. For instance in rUaa • • 

chase or sale, or in dealing w ith fs ’ • ^negotiations of a pur- 
more desirable than the L w prompt action is usually 

committee. deliberations of a 

of a commmet important. If the decision 

Ployees are gladTo coTperTlh" ^ 

coordmation can be achieved rh ^-easonable program, or if 

individual conucts, the expense of procedure and 

outu eigh the benefits received ^^^-ely 
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3. When qualified personnel is not treoilahle. T vcn when a prf>}>ltin 
is suitable fur cominitrec action it will be unwise to establish a c<rtn- 
niittce unless there arc appr<»priatclv tiu.ilificcl individuals m the enter¬ 
prise who can devote the required time to the cfnumitrcc. As will lie 
explained later, the desired qualifications of ineml>crs of a comnurtee 
depend upon its purpose. If such indixiduals arc not availible in the 
conipanv, or are so busv that thev give the committee scant attention 
and send poorlv qualified alternates who can not speak for them, the 

committee is doomed from the start to be incffcctise. 

4. W hen the prohleni is one of execution rather than decision. 

Committees function as a group, and it is cert-iinly costly if not im¬ 
possible for several men jointly to expl.iin and interpret directions, 
review actual pcrfomiance. give praise or blame and othcrw-isc mo¬ 
tivate the employees who arc carr\ ing out a plan. Supervision ls a 
proce.ss that committees do poorly and expensively, if they do it at all. 

Execution of committee decisions 

Xhe preceding injunction against giving committees responsibility 
for execution naturally raises the question of who should be respon¬ 
sible for carrying out their decisions. Of course, in those situations 
where committees are advisory or depend upon voluntary agrecmCTt 
among the members (and this is true most of the time), responsibility 
for execution rests in the established channel of command. Xhe 
creation of such a committee does not alter the authority nor the 
obligations of anv of the operating executives; the committee func¬ 
tions in a purely staff capacity'. 

When committee decisions are authoritative, however, someone 
must be designated to see that their decisions are properly carried out. 
and. as has b'een noted, the committee itself is poorly suited to such a 
task. Xhere are rwo solutions that work reasonably well. One is for 
the committee to have a single operating executive, such as is found 
in the relationship between the president and a board of dmectors o 
a business enterprise. Sometimes the chairman of the committee or its 
secretary acts in an executive capacity on behalf of the committee. 
Xhis is a somewhat awkward arrangement, since the operating 
wUl have a whole group of bosses, but it is a far more workable 
arrangement than permitting each member of the committee to act in 

an executive capacity. i rlv 

If a committee makes authoritative decisions on matters that - 
fall in the province of one or more dbisions. it b usually better to 
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existing operating executives carry out the committee decisions, 
he conunirtee then has “functional authority” to specify what is to 
be done with respect to certain wpes of activities, and, as is always true 

for functional authority, relies upon the established channels of 
command for execution of its decisions. 

Suggestions for Effectix e Oper.ation of Committees 

Having decided to establish a committee, necessary provision to 

make ,t effective should then be made. Alinimum steps toward this end 
are the rollowing; 


]. 

2 , 

3. 

4. 


authorin' of the committee clearly. 
^Icct members in view of the duties of the committee 
Support the committee with necessary staff assistance. 

'u prompt and effective action. 

Appoint the right chairman. 


Define duties and authority clearly 

A clear statement of the objectives, duties and authority of a com 
wi ?herk“"' '“'“'“'.'“"y The members them- 

outsll; frhdr assrZenr Alfr " " 

know wL they do not 

» h^he^r comlTe:: "n" d^'™" " ^ 

or « hether their decisions are authorLrivx an“'if‘'‘"‘‘“™ 

Many individuals in rb^. « ■ m. ^ whom. 

.ndireciV "zrir' - - 

well as the members, appreciate 'rhr*^ ‘f “ 'h” they, as 

should know the kind ofXlp that can be esDec'ted ‘P*’®y 

dealt with rhrougLtherchannerifT 

mg a committee at all. then its duties are^^^ Justification for appoint- 
clear definition. An cxamole of rh '"’Portanr enough to warrant 

cedure of a committee is given in FT^rHu^ ^ functions and pro- 
Sclea members to assure objectives 

ing in general member-when speak- 

specific committee depend upon is P®®P^® needed on a 

ordinating committee it is desirtihU instance, on a co- 
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PAW—Organization Manual Plan No. 3.20 

DOMESTIC OPERATING COMA4ITTEE 


M €7nbership 

ASSISTANT DEPUTY ADMINISTRATOR (B. K. Brown), Chairman 

Director, PRODUCTION Division 

Director, NATURAL GAS & GASOLINE Division 

Director, REFINING Division 

Director, SUPPLY & TRANSPORTATION Division 

Director, DISTRIBUTION & AlARKETING Division 

Executive Secretary—J. H. Thacher 

Other Directors will attend for discussion of specific matters within their 
respective fields upon invitation or upon their own initiative after clear¬ 
ance with the Chairman. The Program Director, Assistant Director in 
charge of Refinery Operations and Chairman of the Operating Sub-Corn- 
mittee will be expected to attend all meetings and participate in the 
discussions. 

Province 

To assure unified and coordinated action by PAW in its guidance and 
direction of the petroleum industry in the United States and its territories. 

Functtoiis 

In achieving this objective, the Committee will perform the following 
functions: 

1. Consider, coordinate and agree upon domestic operating PROGRAMS 
which will best meet essential dome.stic and export petroleum require¬ 
ments of the United States within the limits of available resources, 
subject to final integration with foreign programs and concurrence 
of the Deputy Administrator as necessary. 

2. Coordinate the OPERATING PLANS and activities of the domestic 
Operating Divisions as necessary in carrying out these Programs, 
taking action to resolve problems affecting more than one Division, to 
the full extent of the authority of the individual members. 

.3, Provide the DEPUTY ADAIINISTRATOR with the coordinated 
advice and judgment of the membership in regard to domestic operat- 
ing problems requiring his attention. 

4 Pass upon the general operating feasibility of proposed ORDERS, 
DIRECTIVES AND POLICIES initiated by the various Divisions, or 
referred to it by the Deputv’ Administrator’s Office. 


Fk.urk 21. Job Description for a Committee. 
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Plan No. 3.20 



3 . 


4 . 


5. 


6 . 


Procedure 

* Alondax's and Thursdays at 3 o’clock in 

’ Siom''TakcT K P''‘'PY^ agenda, record and follow 

mTeri^g. distribute bnef minutes promptly after each 

The Committee will look to the Program Director to formulate and 
s^dwTtiom"’"’^"'"' P*-og«-am alternatives for Committee con- 

Thc members m ill present matters in the form of concise summaries 

*'eady for action at the meetings. 

Action ujll be taken b\ the Chairman, with the advice and counsel 

It r; n/cetan"^"' " Deput>"iriX' 

D.V"". '^maZ h'"" k" " '’‘f'' of 'h' 

i« icc,,mn,end«Tcn submitted to the Committee fot 

S^Som'oMrT^’DWsiom'’^^^^ '"fo™=''o" from 

u» vyperating Ui\ isions and Staff Agencies of PAW. 

APPROVED: R. K. Davies 
DATE: March 24 . 1944 


Figure 21 {Continued). 

to win the'^oopMation ^ “'""’'"'O primarily intended 

should be comi^d „? f 

natural leaders among theit wfow Ltket, Memtem of I c° 

Where w,se. obit^A; iXen^ aTin't S 

the character of the individuals rather rh ’ Supreme Court, 

fhe primary consideration ^^presentation should be 

•te^rrt; 

Pottant. although even hem tt parri^irtT'""''"", “ ™- 

riom t.r socul groups that should^be represented"”^ii 

much more concemed^irh the abiJirv Tf ^ ‘^stances we are 

perhaps u ith their authorir\’ to make comn individuals, or 

make commitments-to a revised sales 
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program, for example. With committees, as in any instance of staffing, 
the job and the individuals must be fitted to each other. 

The number of individuals who should be appointed to a committee 
is often influenced, if not dictated, by its purpose. A coordinating 
committee, for example, must obviously include representatives of 
the various sections and divisions to be coordinated. As a general rule, 
however, the number of members on a committee should be kept as 
small as it is possible to keep it and still achieve the objective. The 
larger the committee, the more expensive and unwieldy it becomes. 
More man-hours are represented for each hour the committee meets; 
a greater number of views must be heard and reconciled; there is more 
danger in getting bogged down in minutiae or irrelevant issues; and 
even the matter of finding a time when all the members can meet may 
cause serious delay. Consequently, there are great advantages in hold¬ 
ing committee membership down to three or four individuals. 

One means that sometimes helps in keeping the membership of a 
committee small is to provide that certain individuals will meet with 
the committee when they can contribute to or benefit from the dis¬ 
cussion, but not include them as regular members. When the desirabil¬ 
ity of adequate representation makes necessary a large membership, 
it may be practical to divide the entire group up into subcommittees, 
including an executive committee, and thereby substantially reduce 
the frequency and length of the meetings of the full committee. 

Support the cominittee with staff assistance 

A great deal of committee time can be saved by staff work prior to 
meetings. Sometimes the chairman does this work, or if he is too busy 
it may be done by a part-time or a full-time secretary. Of course, if the 
duties of the committee fall within a general area covered by a service 
or staff division, the chairman or the secretary often receives a great 

deal of assistance from this division. 

The nature of this staff work is very similar to that already de¬ 
scribed in Chapter 11. The staff man prepares an agenda, assembles 
facts, perhaps drawls up tentative recommendations, distributes the 
agenda and summaries of the assembled information to members a day 
or two ahead of meetings so that they may have time to study the data 
and consult their own advisors prior to the committee session, pre- 
ZL minutes, advises people of action taken, and follows up on 
unfinished business. When such staff assistance is provided, the mem- 
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bers can come well prepared and concentrate during the meeting on 
interpretation and evaluation of the information presented. 


Design procedures for prompt and effective action 

Standing committees, particularly, can often simplify and speed up 
their work by agreeing on procedures for the handling of certain 
types of problems. An appropriations committee, for example may 

on all requests and a summary 

em. It can further simplify its work by insisting that related re 
quests be considered at the same time. ^ 

Such committee procedures, along with the use of staff assistance 

oTen-:.tres:"' 

Appoint the right chairman 

sES'sisj-r F'“ - 

becomes purposeful and efficient. ^ ^ P 


The primary justifications for the nee nf ^ ■ - 

single individual are to obtain the h r instead of a 

n.ent, promote coordilrad™:!^^ coooemri 

Committees can be particularly useful wher;widrd ®'"'’""r 

individuals is desifed, when successf.d qualified 

upon a full understanding of their “I'uisions depends 

of three or more divisioi^ rfd^ 

coordination. adjusted frequently to secure 

is ^MeX^d thX"is d“a^gu7of tm «*Ponaibilitv 

oanger of compromise decisions. Con^quently, 
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there should be prospects for outstanding benefits from group action 
before a committee is appointed. Especially is there doubt as to the 
wisdom of committees when speed is vital, the decision is not particu¬ 
larly important, qualified personnel is unavailable, or the problem is 
primarily one of execution. 

If it is decided that a committee is warranted, then its effectiveness 
can be improved by carefully defining its functions, selecting mem¬ 
bers in light of the specific functions, providing staff assistance, adopt¬ 
ing procedures that will expedite the work, and, last but not least, 
selecting the right chairman. 

Committees are no panacea for management ills, but for proper 
purposes they can be extremely useful. 
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Chapter 14 


orcjAimzation for top administrative 

FLNCTIONS AND INTEREST REPRESENTATION 


Virtually EVERY executh^e in a business enterprise is concernec 

directly or indirectly with the actions of the board of directors Th\ 
actual role performed by this select group of individuals, however 

anes greatly from one company to another and there is not a little 
contusion as to u hat the group should really do. The two major issues 
of particular interest to operating executives are: 

1. How can adequate provision be made for the performance nf 
top administrative functions? perrormance of 

groupsT’’"' ^‘presentation of interest 

Promsion for Top Administrative Functions 
pofides"sXtTe'^top%“™rivL'”‘'H objectives and 

inasmuch as such firms do not have an Lisrenre ^ 

people u ho own it. Corporations and aimn J f^m the 

ca.« the^arrindepeX of problem bl 

the owners or any particular set of"officere"L“rh"f“l 

said many years ago: ' Justice Marshall 

contcmpKrof“hTlaw.^S:l!,^TSei^^^^^^ and existing only in 

«p^y „r as incidental to ta eltenc"“'T “o'"' “P°" =«£ 

> act as a singl e individual.» ^ considered the same, and 

‘ College Case, 4 WTiearon 636. 
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If the corporation is an artificial being, who, then, is to decide the 
types of products or services it will sell, whether facilities will be 
expanded and if so at what location, its basic attitude towards 
organized labor and government regulations, whether new capital is 
to be secured by additional stock or bonds, the desirability of a merger 
with a competing firm, whether the chief executive should be dis¬ 
charged because the firm is losing position in its industry, and other 

such issues? 

Within the organization structure similar questions are handled 
through the executive-subordinate relationship; the shop superintend¬ 
ent receives his directions and authority from and is accountable to 
the production manager. Likewise, the production manager is respon¬ 
sible to the chief executive. But to whom does the chief executive 
report? Who sets the guideposts within which he is to operate? Who 
selects his successor? 

These questions will be discussed under the following headings: 

1. Indifference and impotence of stockholders 

2. Nominal functions of a board of directors 

3. Composition of a useful board 

4. Realistic duties for a board 

5. Informal counsel of individual directors 

6. Executive organization for top administrative duties. 

Indifference and impotence of stockholders 

The stockholders or owners are in a weak position to exercise any 
real leadership in the affairs of corporations, at least of large corpora¬ 
tions. Aside from the right to vote on changes in the charter or the 
financial structure, and a few relatively insignificant rights, a stock¬ 
holder’s power to influence the affairs of the corporation is confined 
to his voting for directors. Of cq^se, if an individual owns a larp 
proportion of the shares of stock outstanding, his influence on the 
administration of the corporation via the election of directors may e 
substantial. If such an individual wishes to influence in administration, 
however, he almost always is a director or an executive of the com¬ 
pany, because he can then deal more directly with administrative 

matters, ., ,, 

In fact, the great majority of stockholders show considerable a^thy 

toward the administrating of affairs of the company they own. 1 hey 

typically fail to come to stockholders’ meeungs, and aside from 'cep- 

ing the company informed of where to send dividend check, show 

little interest in guiding the activities of the business. The only stoc 
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also^d^reTi^” show up at the annual meeting of many corporations are 
tory affair ^ meeting becomes a purely perfunc- 

praTtici"*’F.w' “ f”'’''*' educed by two common 

nf f ’ corporations, the holders of the majoritv 

e stoc represented at an annual meeting can elect all the direc 
tors. Consequently, a stockholder with even a 25 per cent interest can 

ntajonty control so desire. Second, most stockholder^ do not aZS 
meetm^ personally, but authorize someone to act for them bv nr^ 

of *e stock represeS^^rmeel^g^"'™'* ^ 

Wish to force Tchang^of adi^nltrT^^^^^ X^mus^obta'in 

at the subsequent Stocks 'ho voL 

doing this because (1) they ^ disadvantage in 

tion by which to demnnc? u company informa- 

they would have to finance peL'nally TlxpensJof s ‘k^ 

of proof is uport3b“:CfnT^^^^^^^^^^ 

existmg management. As the number of stockhoU P®'T’'™ote the 

ra^m" ^ri:: “xo- oi« i*:: reS^ 

actions such as new pension plans” mM^”” °h submitting proposed 

sMar changes to stockholders forTrapprovTr " 

holder approval is required by the corn„2? u ®°"’«™os. stock- 
Oon, but in other instances the cornoratin ^ iegisla- 

holder, lacking adequatrinfo^^f" ’’r? 
always votes as recommended by th" comn ^"tosi 

pracace may cultivate the good will of '"““ge™nt. The 

tects the corporation officials aoaln^r • P‘;hholders, and it also pro- 

meffective uT gaining S S1“^T 

administration of busffiess. ^ "‘''‘P““on by stockholders in the 

Clearly, then, stockholders nf »r,r. 

"O' provide the dynamic leadership n^dX^^r^^^;^ 
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administrative functions. Nevertheless, stockholders are an important 
interest group and, as will be pointed out in the latter part of this 
chapter, it is important that management maintain good relationships 
(vith all such groups. 

Nominal functions of a board of directors 

If the basic direction of a corporation does not come from the 
stockholders, as such, what then of the board of directors? 

Legal theory and a considerable body of the older management 
literature give support to the concept that the board of directors is 
the real central point of direction and control of corporate activity. 
Unquestionably, the legal power to appoint officers, expend funds, 
and otherwise direct the management of a company is vested in the 
board of directors. The same legal statutes, charters, and customs pro¬ 
ceed to create the offices of president, secretary, and treasurer, and 
stipulate that administration of the company’s affairs is to be handled 
through the officials. Nevertheless, in legal theory these officers are 
clearly subservient to the guidance of the board of directors. 

Consistent with this legal concept is the following statement by 

James O. McKinsey: 

... the functions of a board of directors may be summarized as follows: 

1. It should be responsible for establishing the general objectives of the 

business. _ . 

2. It should establish the major policies of the business. ^ 

3. It should determine the organization structure of the business and select 

the major executives of this organization. _ t u u • c*. 

4. It should be responsible for “checking up” on the executives of the business 

to whom the responsibility for its administration has been delegated. 

Many students of management today believe this is a good summary 
of what boards of directors shotild do. Nevertheless, this statement is 
a little too vague for present purposes. The administrator who is try¬ 
ing to think realistically about top administrative funcnons will ask 
himself two questions: (1) How much help can be expected from the 
board in light of its composition? (2) Just what should a boar o 
with respect to objectives, policies, organization, and executive 

^ Should the board of directors be depended upon to originate and 
initiate action on such matters? Should it serve primarily as a counsel 

2 See W. J. Donald, ed.. Handbook of Business Administration, McGraw-HUl Book 
Co., 1931, page 392. 
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to company executives? Should it decide the specific path to follow? 

ouJd It confirm decisions of executives before they are put into 
effect? Should it give executives considerable freedom of action, and 
t en concentrate on a review of the effectiveness of the executives’ 
operations? For any major change in company operations, each ol 
tiese stcps-iiKtiate. counsel, decide, confirm, review-should be taken, 

and the crucial issue is which should be done by the board. These 
questions call for more careful examination. 


Composition of a useful board 

The effectiveness of any committee depends in a large measure 

upon the qualifications of its members, and the board of directors is 
no exception. is 

ITeaW 0/ boards composed of executives. Many companies have 

of advantages Snch”^ <'«'"P“y executives as directors has a numbed 
have intimate knowledge of internal problems of the corpanrthere 
Lentilrto make 

is depe^dem upont 

exeTudi^'of^r of directors composed of 

objectivity and inTpcnde' “"J ““utives arc likely to lack the 

tact with specific c^nTplfc"V^ef 

:s®and T“" »iir::^;"~r" 

spective and objectivity repardincr oirpir .,11 

a rare individual who can be a hfrd-driv4TeruTve‘’one1'’'“' '' H 

a sagacious, dispassionate viewer of the ^ u 

the ne.xt hour. This is Darrirnlarl • chances of success 

will be reviewing either his own ^ executive-director 

whom he should maintain cordial rektions Ah associates with 

view of the geneXom^nce ofT'h’ ^=■ 

hours he is acting as a dmector when d '«vutive durmg the few 

relationship he is clearly subordinate m th? chLr'' working 
fa^ E dependent upon the latter for his job. “d, in 

none the less significant. ComXy execurivt! “ 
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one another and will normally work out their problems as they arise. 
Under such conditions, the board of directors’ meeting is a relatively 
clumsy way of securing agreement on action to be taken. As a result, 
board of directors’ meetings are likely to be called only when it is 
necessary to take some official action, such as the election of officers, 
the declaration of dividends, or the passing of a resolution authorizing 
the sale of property. These meetings are mere formality, because the 
real decision has been made earlier by the executives acting in their 
roles of executives. In such circumstances, board meetings are held 
only to conform to legal conventions, and the position of director is 
used primarily as a mark of status. At best, such a board of directors 
serves only as a top-management committee. 

Typical limitations of ^‘outside’’ directors. For directors who are 
not employees, companies often turn to lawyers, bankers, or other 
businessmen. These “outside” directors may have had business con¬ 
nections with the company for a considerable period of years. Some¬ 
times a large stockholder or a person designated by him will be made 
a director, and men who have been both company executives and di¬ 
rectors often continue as directors after their retirement from active 

work, 

A board composed of such individuals has a number of advantages, 
the most important of which is greater objectivity regarding the 
company operations. The board represents a wider variety of experi¬ 
ence and contacts, and consequently has a broader perspective when 
considering company problems. Theoretically, such a board is also 
independent of current management in its judgment; too much em¬ 
phasis can be placed upon this point, however, since the management 
through the use of proxies can influence the tenure of individuals on 

the board. 

The disadvantages of outside directors are, unfortunately, quite 
substantial. Only rarely do such men have a thorough understanding 
of the company operations. More serious is their lack of time to devote 
to company problems. Men with the maturity, experience, and judg 
ment desired in directors are, by that very fact, likely to be heavily 
involved in other activities. Often, they are senior executives of some 
other business. All too often, these men are forced to give virtually 
no thought to company problems except during the hour or two each 
month they are actually at the meeting of the board. The combined 
effect of lack of company knowledge plus lack of time means that 
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these men cannot be expected to initiate action and really guide the 
om oTadle 'heir primary Wtion is 

dir?ctors“rirl°" 'he '“ek of interest and time outside 

fen to ^ ^ compensation of 

desired To!d7'^ l P" "'’’‘‘^h for the type of men 

^ J- ^ ^ ^ ^ ^ ^ ^ « time. The primary 

company executive*'"''^^ directors has been prestige, friendship ydth 

P y - Litncs, or as a protection to some business interpcr It 
d^lam pe?S/or '“-ed to a hundred 

up to do’„:Z;r'’;artZe"cZT 

devote more time to compal^y affair’s. 

to bJ'a fuZs'ItlmZdo T hut does not yet appear 

serve on boards who ^ men have been induced to 

However man^f rhe ^ responsibilities more seriously, 

cannot give a great deal of time and still fulfill .-i ^ ‘^“^^^^ors simply 

and with high income ta.xes the increased amoum*^ obligations; 
not a strong inducement for others Mere! ' oompensation is 

tion of existing directors cerrainb, n ^ increasing the compensa- 
an active one. a passive board into 

tors have their aZantag^ZTw h”'** '"s'llc direc- 

be formed by combining men of eachTvnZl^'* of durectors usually can 

hand, if the boardTZde too lar“; T °'h« 

uals, It will be difficult to have a fee inr T ’"divid- 

'equently some committees may be TecZaZ 

and outside dirZZTthc comprteZe'™H*^ balance between inside 

involved. Insofar as practical the h 'he individuals 

and talents.’ TheyffiouldZt U febleTstlp!" or 
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“figureheads,” and all should have a genuine concern for the over-all 
success of the companv.^ 


Realistic functions for the board of directors 


From what has been said it will be apparent that we cannot look to 
the board of directors as such to provide the dynamic, creative ele¬ 
ment in the admiaistration of an enterprise. In fact, most companies 
will have difficulty enough in assembling a board of men reasonably 
well informed on company affairs, unquestionably loyal to the over¬ 
all interests of the company, objective and independent in their 
personal judgment, and with sufficient time and interest to really 
understand the problems the company is facing. It is the full-time 
executive who must carry the responsibility for the basic exploration 
and analysis of present and future problems, for well-considered and 
integrated plans of dealing with these problems, and for the spark and 
push that will give the corporation the perpetual life that is supposed 
to distinguish it from an individual. Nevertheless, a board of directors 
can and should render valuable assistance to the executive in the per¬ 
formance of these tasks, in the following ways. 

Boards of directors should normally be asked to coiifiriii uianage- 
mevt decisio7is on nia]or changes in objectives, policies, organization, 
and single transactions that will have a substantial effect on the stability 
and success of the company. In the vast majority of cases, the board 
will probably approve the proposals of management without even 
minor changes. Nevertheless, the necessity of getting such decisions 
confirmed by a sympathetic, but semi-independent body, will have a 
salutary effect upon the executives. The very preparation of the pro¬ 
posal to present to the board will cause the executives to check 
throligh their facts and thinking again. And the possibility that the 
board may think of some additional aspects will lead to a thorough¬ 
ness and caution that otherwise might be omitted. 

The board should be a source of constructive counsel to the com¬ 
pany executives. In this capacity the board does not formally approve 
or direct executive action. Instead, there is an exchange of views as to 
the business outlook, the possibilities of new governmental legislation, 
customers’ and competitors’ reaction to a contemplated new product. 


1 F(»r a nenetratinc and sriniuhtini? picture of constructive board action, see M. T- 

Copeland and A. R.^owl, The Board of Dbccton ami 

School of Business Administration, 1947. See also, AI. L. Mace, Fhe B 
of Directors in Small Corporations, Harvard Graduate School of Business Administra¬ 


tion. 
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general wage policy to be followed, the desirability of pressing a tax 
su.t, the ptospects for refinancing a bond issue at a lower intereft rate 
and a yanety of such questions. These discussions take place while the 

oet'the benefit'"f"l'"r”"''^ e.xecutiyes 

j t the benefit of the dn erse e.xpcriences of their directors 

The hoard should select the chief exeatives and detemnne their 
oZrret “ “"fi™ 'he selection and contpensatioroT 
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r™o .h... 
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inir somethinefis wronrbut hT'believ- 
be^t action uncertain in his own mind that the 

be answ ered satisfactorily by the cornTan^*^'^^ questions can 
them will lead to invest'iaations and nerh^ ^'^^cutives, but some of 
operatintr plans. After evTpnc' • ^ significant changes in 

and Towl believe, ' The'disceminrqSnT’ Copeland 
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merit at a formal board meeting. The president and two of the direc¬ 
tors discussed the problem at lunch twice, and reluctantly agreed that 
the replacement would have to be a man from outside the firm. These 
two directors helped the president select the new man, who was then 
rotated around in several positions in the company. Several years later, 
formal action by the board led to the retirement of the treasurer and 
the appointment of the new man in his place. But, the really construc¬ 
tive work had been done informally several years earlier. In another 
company an informal discussion between the treasurer and one of the 
directors provided the original impetus for the refinancing of the com¬ 
pany’s preferred stock. 

The informality of such contacts makes it impossible to lay down 
rules for procedure with respect to them. Usually they are initiated 
by a company executive, although occasionally a director may have 
an idea he would rather pass on directly to the company management 
than take time in the meeting of the board. The fact that many direc¬ 
tors are informed regarding company problems and have a genuine 
interest in its welfare makes thL particularly useful as informal 
advisors. Consequently, an administrator in thinking about how he 
can get the most help from his board of directors should not overlook 

this type of assistance. 


organization for top administrative duties 

Throughout this chapter a recurring theme has been the need for 
long-range, broad-gauge guidance of corporate affairs We quickly 
concluded that stockholders, as such, could not provide such direc¬ 
tion, and now find that the board of directors may be helpful but 
usually cannot be assigned full responsibility for this type of planning. 
Primary reliance then must be placed upon full-time company execu¬ 
tives. It is not enough, however, to leave the topic at that point, 
because some thought must be given to who among the full-time 


cxf'cutives will perform this function. 

Top admmistration in Standard Oil Compatiy {Neiv 
importance of broad-gauge thinking is dramatically ill^ustrated by t e 
activities of the board of directors of Standard Oil Company ( 
lersey) This board of directors is quite unusual in several respects, 
members are all full-time executives, but, what is more |mportaiv, 
most of them have no operating responsibility and devote 
energies to serving on the board. These men have been . 

key operating posts in the company because of their a i ity 


ADAIINISTRATIV 


247 


the 


perspective and the contribution their 
particular know ledge and experience will make to the top-erroup 

duties"^' ''''' become directors they are relieved of openiting 

The expense of this full-time board is substantial. Salaries of board 
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board d ' T • "^'^bon dollars annually. Just what does such a 

“Ar or ai;: 

pejtxij.?such IT iXutJ: 

e Persian GJl^area^Thfs bnes in 

demand for crude oil, and particlilarlv ^“PP^^ 

products for power and heatine in Euronp ”^rease in the use of petroleum 
ddferent sources of suppl\' and^the nocc K ?’ transportation costs from 

“''"sr rr *>-8 -P^red ,nd 

and rr: o' •'O ino„.cd in Ven.ne,. 

nts t:!;r 

fXJSMbditv of increased local taxation. appraised, as well as the 

3. Or, on the marketing* side <;hni.f^ 

'■nership „f (ij|i„g 5 „„<ots: This conipany increase or decrease its 

ante and service rendered b> star ",^;s se; ir"'“"“ oo”rroj „f appear 

M Mher® me"L“h"andrse'" A T®'n ” ““'“niobile 

?oS “,7l;^pr„‘r'" rrseb "ciecM^ 

ebtoreu "f ^iquid^'/^kfro™ «fal ‘^nT^th''’ "" 

relared . or have a serious effecrTp'™"^eXXrrdu'r'’.;fp“- 

7^0^^ ^dcsrions arc merely suggestive of rb.. 

|.c^ hy- the hoard of d.rectorsff the Stl'ard XSm^anrCNew 

piriXrth^cXpTnXXh u thX f«“re 

consideration but also (1) long-range fSe'"™'r technical 

‘c^ «sues, and (3) considerariL rTottX"’ ?»'«- 

I’f'*- ^'t' local operating ewcutive in I* resources and 

Lntred States district sales oXrLr" !" ^^n^uela, and 


ow 


in 


geologists and the 



248 


1 OP AD.MIMSTR \TI\ F ORGAN!'/ \ HON 



engineers undo\ihrcdlv pnn Idc imioh ot rhe inf«>nn;iii<»n nnd <»pinMins 
upon w'hich the final decision w ill Ik based. Ne\ejthclcss. there is also 
a need for the broad perspective and integration that onlv someone in 
the position of the board of directors can provivk. 

Standard Oil Omipanv (New Jersev) is a rwo-and-a-half-billion- 
ar corporation, and if a ln*ard rtf directors that devotes its full time 
to top-nianagcinent tlecisions substantiallv increases the wisdom with 
which these basic issues are handled, the expense of the board \% ill Ik 

recovered many times over. 

« 

Smaller companies do nor face questions of such divcrsir\- and mag¬ 
nitude, but they do have to make decisions that, for them, arc just as 
important to their future success. With the increasing corop!e.\irk’ and 
tempo of business activities, it is often neccssar) for even the siitallest 
of companies to make its decisions in light of long-run social, eco¬ 
nomic, and political considerations. In other words, in every enter¬ 
prise there is need for at least some of the same type of thinking that 
the full-time board of Standard Oil Company (New Jersey) provides 
for its operations. 

Alternatives available to smaller companies. There is real danger 
that busy operating executives of companies will not provide the 
broad perspective that is needed. Since very few* companies can afford 
a board of full-time directors, some other provision shfiuld he made. 

Among the possibilities are the follow ing: 


1. The company mav have two top executives, a chairman of the 
board and a president, or a president and a general manager. T he 
particular title is not important, as long as one of the men is suffic ientK 
free from operating responsibilities to do the rv'pe of thinking ju'^t 
discussed and has the interest and abilitx’. Incidentally, the chief 
executive who has reached retirement age may or may nor qualify for 
this second position, so it is necessary to distinguish between a grace¬ 
ful device for shelving a grand old man and the provision f^r broad- 

gauge. top-management thinking. 

2. A small company may be able to afford only part of the tame o 

one of its executives for such work. For example, in one firm the vice- 
president carried a light load of operating duties so that he would have 
enough time to consider proposals for new products, effects of ne^ 
government legislation on company activities, the use of a combine 
sales force with another company, and similar prtffileiiK. Such an 
arrangement calls for a very versatile executive, but at least rhe impor- 
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tance of this type of work is recognized and some provision made for 
It m tl;^ allocation of total duties among the executives. 

3. 1 he chief executive may retain responsibility for lon^-ranae 
planning, but rely heavily on a staff as,sistant to assemble and fnalwe 

lo rrd"staff --bines the full ite 

executive. As with any team, its effectiveness depends^upon the com 
bmed quaht.es of the men involved and how Zrk togeX 

tion in rS™r;arBTs'’‘= h"" 

be made for the lo,™® ^ 

the continued succck of ^very company^ ^^^ntial to 

Provision for Representation of Interest Groups 

Some people consider that the kev function of .. Ko, j t j- 
IS to act as trustee to r»rr.rf*r-.- fi • ' _ 1 t>r a board of directors 

unsatisfactory concept from rl stockholders. This is an 

because (,) fhe bS of dffe^mrs^aTal''T" administrator 

tion than merely servino- as a witGl -1 important func- 

first part of this chapter and C>) th^^' pointed out in the 

"Enhght3';^at'^ who'deser^e rmrcCXdon."' 
to customers. e^plofeeV maKrilrs^u^^^^ "" °bligarion 

-ength of labor nnions^rd ^ "Pbe i--a,srd 

increased participation in hiicmi.ec__ leaders for 


increased participation in business ^ ^ l Jabor leaders for 

of the relation of organized labor to made the question 

current discussion. The problem, howeverTbr- 

attempt a broader and more basic an k ‘^’scussion we shall 
The following points will be TOnsidered^^*"^ P-blem, 

2. ' Wh“ tTp'S’oV^protectTon^^^ '“"“id'Sration? 

groups m the past.1 ^ Participation have been provided for such 

3. What general guides for relations with interest groups can h 

Interest group, considered 

K- A. Gordon has aptlv defined ■ 

economic welfare depends direcrfy an" m'' ‘'°"= "’b“c 

ectiy, and to an mmortant degree, on 
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the iictivitics of a sriven fimi.” " Thus, ff»r the large enterprise, thcr 
might be the tollowing interest yroups; 


Owners—botli common anil preferred stockholders 

Creditors—commerci.il bankers, trade creditors, and Iiondholdcr* * 

Suppliers of raw materials, parrs, or tinished goods for resale 

Customers 

employees 

Competitors. 


The interest of such groups in a particular company wall, of course, 
depend upon the importance of the relationship. .A customer w ho 
occasionally buys products of the companv but has alternative sources 
readily available will have onlv minor interest, w’hereas the customer 


w’ho.se entire business would be disrupted if the company discontinued 
shippin<r him goods has a major interest. Similarly, the interest of sup¬ 
pliers depends on w hether the company in question rakes a small part 
of its output or a major part. 

Full-time employees will almost always have a major interest be¬ 
cause their employment is such an important part of their lives and is 
a source of livelihood. Bankers who merely maintain a checking ac¬ 
count for the company will have an attitude quite different from the 
attitude of those w'ho extend substantial loans. The interest of competi¬ 
tors depends upon whether the company is a dominant influence in 
the market. Naturally, the more difficult administrative prolilcms usu¬ 
ally arise with those groups that have a major interest in company 

operations. 

This matter of ‘'interest' is usually a two-way relationship. AA hile 

w * 

the outside group may be vitally concerned with the company, so x<h> 
is the company interested in the continued flow of materials, avail^il- 
ire of capital, the services of employees, and outlets for its goods and 
ser\-ices. Even though at a given time the company may be m the 
dominant position, it should never forget that at stime future date the 
tables may be turned. The continued cooperation of these interest 
groups IS essential for the company s ver\' existence, and consequentK 
Tt is highly important that mutually satisfactory" relationships be 

established.’ 


‘^Btisiness Leadership m the Urge Corporation, Brookings Instkudon.^ 19 h;, 

14”. .Much of the following anal\-sis is based <mi the excellent treatment by .Mr. Cror 

• Xhe sociologists point out in connection with aadwnn- tlut an mdiridual or 

enterprise ean exercise authorir>- only so long as those yrected permit it 

this sense, the authoriw com« from the bottom up, from the ^ ^ 

creditors, from material suppliers, and so forth. It is a nisc man w o c^' ' f 
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Examples of relations with interest gioups 

=• company 

is sVneTstiDukH r J ^ “gccement 

can .s an unusnally large a.nou„t for rhLize of rhe co„™,l o/L, ! 
rivTirevem of”"^ 8““''="’'CCS that become effec- 

ODerationc ^ l ^ requests mforniarion on 

loan. Even more im^oS thl before and during the period of the 

the banker has with the comnn ^ discussion 

advises the companv L ^ / ^ T ^"P^y^^nt. He often 

such recommendations incorporate^into the^T^’ ‘’^diough rarely arc 

Suppliers. Sometimes a supplier is so concernedTbo 

certain procedures For ^ ^ i .f ^ follow 

distributed nylon for use inT*^ J^”/be duPont Companv' first 
established cLpanies and . T ' °^y ^be well- 

that was to be niade/machin\Ty Vo^ be Tsed ' and^th ^ of product 

followed. The hosierv cnmno„,/ u j ° ^e methods to be 

advice in these respects in nrdc*r fry k • ° ° rollow the company 

the new wonder fibre. The company belie'e” such sf" “ 

essary in order to make sure that noorl j u ^ P® ''Cc- 

thc consumer market and iniure 11 ,^ ''^ hosiery did not reach 

Severn? r 1 mpire tJie reputation of nylon 

customer service is sarislclrt d" f 

enough to make a profit on rhn ^ • dealers are efficient 

regulations are incorporated in VTiwe^n"^^^ Provided. Some of these 
are provided in the form of 'advice.” but most of them 

and akTk concerned about'a^^^^^ f’' company's output 

^- activ ities of the company. For many years 

reiationshjps with these sources nf . i ■ " ' 

"’¥be'pSc"r; " P-" - , thev 

authority because''of^'lf^”/ ^ perhaps most keenly aware f I ■ 

different^ProuDs Bi,i ^j^quent shift in the po irical chm 1 cultivate 
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the United States (iovcrmnent placed its own insj>cctors in the plants 
of companies from which it ni.tde large purchases, and the procedure 
hecanie even more common during W orld \\ ar 11 when substan¬ 
tial subcontracts were let. Usuallv the formal agreement givcN the 
inspector no more power than to observe operations and to accept or 
reject the finished product. Actually, his advice often covers produc¬ 
tion methods that will insure quality, and. in the case of subcontracts, 
sometimes includes advice and assistance in the general operation of 
the business. 


One of the large mail order houses has gone even further in its 
relations with important suppliers. It insists on being given full operat¬ 
ing information, including monthly cost and profit and loss statements. 
W hile such information puts the mail order house in a position to 
insist on lower prices if the supplier is making a high profit margin, 
the primary purpose of this flow of information is to make sure that 
nothing is going wrong within the company that might interrupt the 
flow of merchandise. Such an arrangement obviously calls tor a high 


degree of mutual confidence and ctioperation. 

'Eifiployccs. Employees have an even more vital stake in successful 
operations of the company than do suppliers, customers, or bankers. 
Satisfactory procedures for the protection of this interest have nr>r 
vet been developed, and in many companies the subject is i»ne <)f 
heated controversy. There are a limited number of examples in which 
employee unions have insisted on managerial changes in ordti to safe 
guard the jobs of employees. The classic example is the mea.sures taken 
by the International Ladies Garment orkers L nion to eliminawf 
sweatshops and cutthroat competition in the needle trades. 1 hrough 
the regulation of subcontracting, hiring, output standards, and a 
number of other managerial practices, the union brought some 
of order into a chaoticlndustr\'. W hen firms are in financial difficul¬ 
ties that threaten stability of emplovTuent, the union is prepared to 
offer adxnce on e%*en a wider range of managerial practices. 

Admittedly this industry- is very much the exception. There are. 
however, a few other examples, such as the Hosiery W orkers L nion s 
insistence that Philadelphia manufacturers, set askle a cenain part ot 
their income for the purchase of modem equipment, in which the 
unions have gone beyond the traditional “wages, hours, ana working 

conditions'’ in an effort to safeguard their jobs. 

It has been suegested that employees be represented on the board 

of directors- Limited experience ’with this arrang«nent has not been 
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boardf satisfactory. Usually the types of problems with which the 
boards of directors dealt were outside the competence and the inter 

satisfactory r’elatio^rpTn^y b^ Cre dlffi' 1 

between companies and financial or commercL intere’’ " 

labor Si?;:i:fetfto"‘‘prd 

feel they can maintain management decisions. They 

remain free to criticize the action of manlgL^r'’^'^ 

the-e.«cuti:: - 

hkely to prove inadequate. ^ . ■ any single point of contact is 

3. Union emphasis on conflict of interest • • 

tactics and bargaining traditions, and the current 
of many labor leaders to deal with General ^ competence 

make consultative relationshios nftf^n^ a problems 

groups-hard to achieve. f'”' “'her interest 

the mLl^emen gtoup influencing 

high degree of participation ha™ be°en"use?^^ 

controls that have been mentioned ^ '’’c 


Guides for relations with interest groups 

became oOrever-rresent 00 ^]"' “i ‘•d-iu^tration are dangerous 

This IS even more true in conn^cP circumstances, 

group representation because it haT” provisions for interest 
jstematic analysis. For practical ourn comparatively little 

drw at least general conclusions.^ ^ “ desirable to 

n the negative side, the Dhrino- a^r 
groups on the board of director dofs ^ ^^P*'^^^”«^atives of interest 

ives would ^My £ 
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cerned with the interests of their constituent—commercial banker, 
large customer, labor union, et cetera—and thus would have divided 
loyalty so far as the over-all success of the company was concerned. 
Moreover, directors serving primarily as “watchdogs ’ would con¬ 
tribute little to, and might even detract from, the role of a board of 
directors described earlier in this chapter. 

The following measures will usually contribute to good relations 
with interest groups; 

1. Culth'ate a good reputation 'with each interest group. This re¬ 
quires, first of all, acceptable conduct and, second, a well-conceived 
plan for informing the interest group of this conduct and the reasons 
therefor. In other words, develop a good public relations program.’ 

2. Confine fortnal agreements regarding conditions of joint en¬ 
deavor to a minimum of essentials. Some basic understandings and 
protection may have to be stated in writing, but there are great advan¬ 
tages in keeping the relationship as flexible as possible, particularly in 

regard to detailed activities. 

One of the primary purposes of such a formal agreement is to 
assure that the relationship will continue uninterrupted at least for the 
period of the agreement. Once these basic conditions of cooperation 
have been agreed upon, no interest group should be given a veto 
power on actions of management or right of withdrawal at every turn. 
In other words, there should be a unity of command within the 

enterprise. 

The formal agreement should typically be subject to periodic re¬ 
negotiation. Incidentally, since the stockholders are denied this right 
of renegotiation (their contribution of capital cannot be withdrawn), 
it is appropriate that they be asked annually for a vote of confidence 

with respect to existing management. 

3. Conduct day-by'-day relations on the basis of nnitual good v.'iJl 

and cooperation. Satisfactory relationships with almost any interest 
group—bankers, vendors, customers, employees, et cetera— requ^e 
considerable give and take, and possibly even the submitting of dis¬ 
agreements to an arbitrator. An atmosphere of fair play and mutua 

respect should pervade all these dealings. 

4. Consult a major interest group on contemplated actions that 

'Will affect it. This does not involve sacrificing the right to make an 
independent decision, but any group whose interests are vitally con- 

~ 8 In addition to the above, most public relations programs include activities directed 
toward influencing governmental legishicion and regulation. 
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The line of analysis in this chapter challenges the role traditionally 
assigned to a board of directors. Instead of a representative group of 
owners guiding the destinies of the enterprise, the bo.i'd has been 
treated as a seniiautonomous body that, if properly consrituted. can 
give valuable aid to the full-time administrators. And. on the c»rhcr 
hand, stockholder representation has been view ed as only one of the 
interest representation problems with which the administrator must 
deal. Successful operation of the business requires cf)ntinuing coopera¬ 
tion from all interest groups, and the administrator must make such 
concessions in the independence of his actions as well as in the “di\ i- 
sion of the spoils” as are necessary to win this cooperation. Fr»rtun- 
ately, the several interest groups typically have a mutual desire that 
the enterprise prosper and grant the administrator considerable leeway 
in arranging the joint venture. The social implications of this concej5t 
of the board of directors are beyond the scope of this br«)k; it is 
merely contended here that this concept is a more realistic and prac¬ 
tical view’ for a business administrator to take. 

The discussion in this chapter has been in terms of the business 
enterprise. This was done in an effort to keep the general line of de¬ 
velopment free from e.xceptions and qualifications that would have 
been necessary for government, military, or charitable concerns. 
Nevertheless, administrators in these other fields will probablv find 
this discussion of business problems at least provocative, if not di¬ 
rectly applicable. 
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Movies increases in size, the question of how many em¬ 

itself 7^e7„TaIai: 

can be created without attention to it. organization 

fnn "P^e issue of a leader attempting to direct 

IsneSf.'k '’“‘"fy of fho 

niinistrative organization; ^ 

moma^ un “ the ?vmLrS whe^ "T‘‘ ^tom the 

aoettr"„trg?„i^'ht;s: 

brmg thou the causes unto God 'rThenWh P'°P*‘ Godward, and 

«atutes and the laws, and shaTt Lw S tt“wt ' f?' P'“P''i '*>« 

and the work that they must do wherein they must walk 

Go^rero“rh,tlg^l"t”g:Ln^^^ -ch as feat 

t'^Tud^-'rXt« Xd“'S 

*ey shall bring unto thee, but every small matti th^ ifmatter 

shall go to their place in peace.” ^ ^ aU this people 

Xlc. ■tte'’th:^X "'ol hl'n'■ “1 "“‘i-'-eni heads ovet the 
OSes, but every smaU matter they judged themMlve^'’^^ brought 

'e»*ns ro the addition of e^ioX. re“::::^^r 
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whether some present executive can take on the supervision of the new 
employees. If it is decided that a new supervisor should be added, 
there is still a question of w'hat executive has the time and capacity 
to direct his activities. A government bureau, professional baseball 
club, and army all face the same type of question: how many men 



Figure 22. Diagram of Different Spans of Supervision 
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can the treasurer, the director of niainrenance. the artillery officer, 

and each of the other executives supervise effectively and still per¬ 
form the other duties he has been assii^ed? ' ^ 

U hen ni..re thjn a handful of men arc involved, the quesrion of 

nf ciir\^i-t _ If.._ iM ^ 


- a - pose. .. ^.av..u..a. II Ji IS ueciuea tnat a 

small span of super\ ision is desirable, then the number of executives 

an pro bly the number of levels of supervision between the senior 

execunve and the operating employee u ill haxe to be increased. On 

the other hand, if ,r is desired to keep the number of strata or levels 

o executives smah, there will have to be an offsetting increase some- 

« here in the number of individuals reporting to a supervisor. 

cmph.v^ 7“ " "hich ,,lu,vvs elqhry-one 

empinees along each base line. Theorericallv, one executive cm 

sufKrvTsc a t cse workers, but the average time he can spend with 

each w ould be so small that he obviously' could not give^ effective 

dcdL’" i','n heSkfep Inckof nT 

ihcrc could vupenive nine vvorkers th^irvvou'ld’have che’siruatio 

jncf r,v nuaaie of the diagram, with a total of ten exernnvec 

uijc, vp.m': an",;;; m:rntr 

ccunv c « ould l« reduced ro three Tht n. 

four supervisorv levels u l.l, . r / '™uld require 

optimum span hes somewhere between e;<,hM ?' the 

niakinq the choice it shtiiil.l .1 i ^ three, but in 

of «.,itvm„„ 7ele r he m7 ™"'n'l«ted that as the span 

thHeveb of supervision are c,r,!:7: 

'-'I Ci>urse in nrtir-nV-^ ^ 

all executives. S.me cxccutiv^c^'maVTe‘^able'^^^^^^^ 

only three or four inimcdiar«‘ e..l ^ ^ of 

t-arc of ten or tweive. Nevertheless '^hcreas others can take 

the span and supervis<jrv overhead wiH T " dilemma between 

presents, the admin.trator shoufd " 

2 ro*?! rclsm^^h ' ^ ^“P'rvision 

[ : ^‘"^rinu rhe levels of 

°'"ert^urdcned 

executive urhM .• 


impractical. 
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Factors Limiting the Effective Span of Supervision 


Time and energy 

The limits on the number of people a man can effectively super¬ 
vise arise fundamentally from the physiological and mental capacity 
of individuals. The number of hours a man can work per day or per 
week are circumscribed. What constitutes a full day’s work is, to be 
sure, strongly influenced by habit and attitude, but even under the 
stimulus of war conditions it was found that the typical worker did 
not increase his total output by working for sustained periods of 
over sixty hours per week, and in some occupations maximum output 
is reached in a shorter period. 

Even if the executive is willing and able to devote long hours to 
his job, there typically are definite limits on his,nervous energy. 
After a number of hours of concentrated effort his judgment is not 
so sharp, his patience gives out sooner, he evades tough issues, and 
accepts sloppy work in the hope that it will “get by.” There clearly 
are limits on the amount of work any man can do well within a given 

i/ 

period of time. 


Mental capacity and personal adaptability 

Closely associated with the confines on a man’s time and energy 
are the limits on his mental capacity and personal adaptability. Any¬ 
one who has tried to supervise twenty or thirty people knows that 
even the routine, day-to-day relationships raise a variety of difficulties. 
Joe likes lots of fresh air, the bookkeeper wants the windows closed, 
Sally turns up with a new engagement ring, and the efficiency of the 
female employees falls about^lO per cent; Pete, who has been up all 
night with a sick wife, arrives at the office with a chip on his shoulder, 
and when Bob accidentally knocks his papers off the desk Pete tells 
him what he thinks of him in picturesque language; a rush order ar¬ 
rives and three or four people have to be temporarily withdrawn from 
their regular duties, and this upsets the flow of work to other people; 

and so it goes. 

The alnlity of a supervisor to view such things in an understanding 
fashion diminishes as the number of problems increases. With only 
a half a dozen subordinates, he can be firm with one subordinate, en¬ 
couraging to another, and give a pep talk to a third, depending upon 
the individual and a variety of environmental factors. But with twent) 
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most supervisors are forced to adopt a limited 
supervisory procedure nnd hope rhar ir is effective in all «ses The 
task of undeistanding and adjusting to an increasing number of spe- 
cihc situations presses hard upon the capacity of the supervisor, and 
lie inevitably begins to give them superficial and inadeciuate attention. 

ndividual executives vary, of course, in the amount of time and 
energy they can and Nvill devote to their jobs. They also diifer in 
their capacity to adapt to a variety of situations. For some, supervisory 

_ L. 1 • - ^ <1 n d creates consiilcr- 

a e nervous strain when all is not going well; others shoulder such 

responsibilities and are content to rely upon intuition and good luck 

spots. Because of these individual differences 
m the basic limits on span of supervision, we cannot e.vpect to find a 
fixed formula that will apply in all situations. 

Complex supervisory situation 

jv- -ti getting inforinatiun reuardino'local enn 

atrv;:^e:tc:.„r:rtec'?h' ^ 

formed about whatsis JnL ^ n “"“P 

the executive’s time. ® ® “ higher proportion of 

Vidm* empToytd ^ imponan'r-<>i- 

the possible interrelationships’benve“en 

metric proportion ■ individuals increases in geo- 


metric proportion." 

t.. GuJick und L.. LJrwick pHc p.,*. i 

of Public Administration. 1917 pages of .iJmi/iistration, Institute 

the higher echelons of an organi/ati(»n On rh* should become smaller fn 

enterpnse grows in size the ^empCes 'I! sigmricanr that < 1 , a? an 

other that are theoretically possibk (anv mor*.’rl ^ ** relationships with each 

time of an e'^*^ theorcticalh- w ithin his ^cac"h^"^nypT'^T^• 

nie ot an executive are not only those wirhlr, ,i, relationships that tike 

SD.„ T"' bmv„„ subordmait'Ti a' £«h formal 

«vr, rarher rKa„ depend upon 
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As the supervisory situation gets more complex an executive reaches 
the physical limits on his time and energy, and he extends his mental 
capacity and personal adaptability to their limits. These are compelling 
reasons why an executive cannot give adequate attention to a larger 
and larger number of immediate subordinates. 

Objections to Increasing the Number of Executives and 

Levels of Supervision 

The factors just discussed indicate the desirability of keeping spans 
of supervision small. Why not, then, give each executive only a few 
immediate subordinates? The difficulty in doing so is that it increases 
the number of executives and, more serious, it often increases super¬ 
visory levels in the organization. This, too, has its disadvantages. It 
is important that we understand these objections if we are to make 
wise decisions regarding the span of supervision. 

Inaccuracy of communication 

One of the objections to increasing the levels of supervision is that 
it tends to make communication up and down the executive pyramid 
more difficult and inaccurate. 

This was illustrated by the experience of a utility company that 
had just adopted a new form to record information from people who 
wished to buy appliances on the time-payment plan. During the first 
few weeks credit interviewers, who, incidentally, had not partici¬ 
pated in the preparation of the form, had difficulty in using k. They 
frequently asked their supervisor where to put down certain types 
of information, and complained that other questions were hard to get 
answered without irritating the customer. The supervisor explained 
the use of the form and helped the men devise questions to bring out 

obscure information. . 

Later, when his manager asked how the new form was going, the 

supervisor replied, “The boys are having a little difficulty getung 
used to it, but it is going to give us some excellent information. 1 
think it will be a great improvement.” A short time afterward t e 
vice-president asked this manager how the new form was worlu^g 
out, and he replied, “Just fine. It’s really a big improvement. 1 hus, 

with only two intermediaries the vice-president received a report 

which was almost diametrically opposed to the views of the peop e 
who were using the new form. 
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Let anyone who thinks that human beings are good conductors of 

j cas ^onsider the difficulty of getting an accurate report of an acci- 

cent. E\en the eyewitnesses do not agree; by the time each of rhp 

has told sooicbody, « ho has told son.cbodv else the facfi of T/ 
are obscure indeed. The stme d.ffio ' ’ " * ' 

ecutit e mav have three nr fo..r l a ^ • 


.h™.rt rCTh, £. '“p" 

serious distortion. ^ ’ greater danger there is of 

cation"Rep;rtfcon«7nVgTbie™^^^^^^ 

latcd; an evecutit e mav issueprepared and circu- 

rhrouei, several strata of the are passed down 

cetned at least s« the slme tZr^T’ “ P^P'^ 

information and to internrer ’ ’ men may be used to obtain 

devices are cumbersome and,Tt\m^ offi executive, ^^se 

that should flow up and down the channel ^he information 

, On the other ha'^d. there ' ■ . 

creare a good impression of h' ^ a if he wants to 

difficulties if he is seeking ministration, or he may magnify 

Smiilarly. in passing information dowTthriine h"™' 
pret, or amplify ideas in a wav thir h k r ’ 
he desires. Usually there are no clear fl“r 7'“ 

probably believes he is acting in the best inm executive 

as u as seen in the case of the new fr enterprise; but 

^ in emphas« by tn o or Thter^c"^ “-P-’y. 

ous t modity the accuracy of mdivtduais can seri¬ 


ously modifv the accuracrorc, 

ccurac^ ot communication. 

Inflexibility 

Communication through sevi^roi i 

inaccurate, but it also tfkes time. IvT" supervision is not only 
nn cr consideration, it is desirable th “ change in operations is 

" '“'-P^^dent may be tied up for ”«raM P™‘J“<^- 

P or set eral days m the negotiation 
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of a new labor contract, ^^'hen he is free, the production manager 
may be away for two davs inspecting some new equipment !!)• the 
time he gets back and docs see the production vice-president, the 
plant superintenelent is busy each atternoon with a supervis^try train¬ 
ing program. All of which means tliat it may be two or three \\ ceks 
before the desired information is assembled. 


Similarly, delays may be encountered in e.xplaining and selling the 

^ ^ 11 4 .*** 

decision once it has been made. If a problem has an A-1 pnonty it 
may, of course, lie handled with much more dispatch, but this stelu¬ 
tion is not available for all problems because it causes too much 
disruption to other activities. The more levels of supervision inv'olv'cd, 

the slower is likely to be the action. 


In contrast, the company with, say, only two levels of supervision 
can mov'e much more quickly^. The senior cxecutiv c, in one or tvv o 
conferences with his superv isors, has most of the information av^ail- 
able, and the organization structure permits action to be taken quickly. 
Of course, insofar as authority to make decisions is decentralized, 
fewer supervisory levels will be involved in any particular operating 
problem, and even a large company may approach the flc.xibilitv of 
a small enterprise. However, where decentralization is not practical, 
additional strata of executives tends to slow up decision-making and 
add to the inflexibility of a large concern. 


Danger of “layering” 

Another communication difficulty that is accentuated by added 
levels of supervision is that of “layering.” In its narrow sense, “layer¬ 
ing” refers to an insistence that communication flow exclusive!) -'p 
and dowm the channels of command. This going “through the proper 
channels” often results in a communication passing through several 
layers of supervision in order to get from one part of the enterprise 
to' another. The difficulty is illustrated in Figure 23 where a request 
by worker D of information from worker G would have to flow 
through three supervisory levels and five supervisors, and the rep > 

would follow a similar circuitous path. . r, i 

This is no hypothetical problem. In the early days of the , ew ea . 
for example, high executives in the government found themselves so 
poorly informed of what was going on that President Roosevelt issue 

an instruction that “the interrelationships of department and agenci« 
. 1 1 _u r%f flpn^rrments- Fortunately 
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most government officials did not interpret this to bat the flow of 
infotmarion. but ten years later, during World War 11 “laveriiw” 
among am.y and navy officers dealing with the War Production 
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FiCaLRE 23. Diagram Illustrating “Layering 
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RCA Victor 
Channels of Contact 

Xhe organization structure and the organization chart define lines of 
responsibility and authority; but do not indicate channels of contact. 

♦ * * * 

The RCA Victor Division Organization permits and requires the exercise 
of common sense and good judgment, at all organizational levels, in 
determining the best channels of contact necessary for the expeditious 

handling of the work. 

# * ♦ * 

Contacts between units of the organization should be carried out in the 
most direct way. 

* * « * 


In making such contacts, however, it is the duty of each member of the 
organization to keep his senior informed on: 


1. Any matters on which his senior 
may be held accountable by those 
senior to him. 

2. Any matters in disagreement or 
likely to cause controversy within 
or between any units of the Divi¬ 
sion. 


3. Matters requiring advice by the 
senior or his coordination with 
other divisional units. 

4. Any matters involving recom- 
mendations for changes in, or vari¬ 
ance from, established divisional 

policies. 


Figure 24. One Way of Avoiding “Layering.” 


Expense of supervision 

An increase in the number of executives, which inevitably results 


2, on 


from reducing the span of supervision, is expensive. Figure 
page 258 , shows how the number of e.xecutives and levels of super¬ 
vision increases as the span of supervision is lowered and, of course 
each time an executive is added there is a corresponding addition f 

his salary and often for office space and secretarial and other assistant^ 
ProfeLr R. C. Davis has made a detailed estimate o f - 

first-line su^rvisors will be ten, and for other executives it wffi be 
four. Then, as the second case, using the same p , 
that the first-line supervisors will have an average span 
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and the higher executives a span of six. The resultina 
executives required would be approximately as foJlowsf 
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number of 


Primary operative employees 

Assistant foremen, group leaders, etc. 
roremen or department heads 
General foremen 

Superintendents 

Plant managers 
Production manager 

Total e.\ecutives 


Case i 

12,000 

~ 1,200 

300 

75 

19 

5 

1 

1,601 


Case 2 

12,000 

600 

100 

17 

3 

0 

1 


722 


lar^'r thI„"fofclse' 2 ^p'of’ 120 per cent 

overhead cost will be ’’6 6 oircentl'f es'irnates that supervisory 
11.4 per cent in Case a Aid T f "" o"'.'' 

a^umptions upon which each cSI LTa'seTare we'll'y^h' 
of present-day practice.- ^ ^^ithin the range 

Supervisory expense, like any other expense ntav he f IT • -c . 
m terms of the results achieved Neverthelesr,, hT ^ ^ 
reduction in the span of control rhe dn • ’ , “nremplating a 

one of the items to^ndude in "hi “r' 

t) * 

Effect on morale 

ecutive lorll TL'’lTlZTdifre'^^^^^^^ 

his ideas and aspirations,° his de? 1 mina't'io‘^'''"“-d"’“".“'’"°' 
face-to-face contacts. Executix es and possible in 

direct contact with the perLIhtrof TT" u''° 
a remoteness and a lowerlg in the value attached? ”h"'"«'''-' 

Closely associated with the loss nf ^ ^ efforts. 

St" htat 

placed far down the chain nf organizational entities rl? 

---- command. In all sorts of ri? 

- The Influence of the Unit of ^ ^ ■ r P e of place’ 

Organisation 
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exerts a dynamic force and it is a rare organizational entity in the War Depart¬ 
ment and the Army, the ciiief of which if given any opportunity, does not try 
to climb higher on the organizational ladder... 

Moreover, a narrov' span of supervision and the resulting increase 
in levels of supervision permit, perhaps encourage, centralization of 
decision-making. This centralization, the sociologists and social psy- 
chologists insist, leads to poor morale. ]. C. A\orthy, reporting on 
twelve yc^irs’ study of several hundred organizational units, states, in 
organizations characterized by many levels of supervision and elabo¬ 
rate systems of control, the individual has little opportunity to de¬ 
velop the capacities of self-reliance and initiative-” '' 

B. G. Gardner makes a similar point; “The mathematical approach 
of ‘how many men’ has led us into the development of kinds of 
structures that can only breed frustration and mediocrity'^. The good 

^ 1 ' ^ J r 

men get out or are ground down to normal size. 

These influences of a narrow span of supervision on morale should 
be regarded as a tendency, an ever-present danger, but not as a fixed 
relationship. For example, narrow span of supervision does not always 
mean a liigh degree of centralization and functionalization. Employees 
who report to an executive so overburdened that they get scant ad¬ 
vice and assistance from him may xvelcome an intermediary who has 
a regular place at the council table and can secure the attention of 
the senior executive when it is necessary. Key executives can and 
should meet with employees several layers below them for discus¬ 
sion, even though official instructions come down the channel of 
command; in fact, one of the chief reasons ^vhy the army insists that 
high commanding officers have only’’ a few operating units be ow 
them is to make time for field trips and personal observation of operat¬ 
ing conditions. Nevertheless, an adverse reaction to additional levels 
of supervision is common enough to warrant careful attention w en 
dealing with the span of supervision issue. 

3 National Security and the General Staff, Infantry Journal 
Pf'neril Nelson eoes on to point out the dangers of conceding too i p 

toes 'Pride of place' haa osuallv won ou. rime o 

far more individuals reporting to one man than he cou d con • characteristic 
ambitious subordinates, soft-hearted commanders, and the not 

of peacetime, ‘pride of place’ flourishes. The awakening ‘i^he fort?, o 

errors, neglects, or delays forcibly remind the commanders of the limitations p 

amcre'Ttid'Em Morale," American SocolopC Rerrrs. 

Hitmim Resources, American Managemenc .Asso- 

elation. Personnel Series, No. 127, page 11. 
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C;L „,fS roR SELECmc THE OpT.ME M SPAX EOR E,CH EXECUTIVE 
wide'’'.nm"f discussion of the pros and cons of a narroNV, or 

unbare,: 

havcT'spa'i ifrU “Melons should 

oprimum^ranne f( r fi^r'r subordinates, whereas the 
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■ of operations 
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office one morning to find the personnel director waiting for him. 
A jurisdictional issue had arisen between the electricians union and 
the carpenters union over who should do certain work on a new 
elevator that was being installed. The argument was bitter and both 
unions insisted that the company take a position in the matter; to do 
so might result in a strike of maintenance men and perhaps other 
employees, which would necessitate shutting down the entire plant. 
Before this discussion was completed, the sales promotion manager 
came bursting in, all bubbling over with enthusiasm for a new plan he 
had developed when he lay awake the night before. It involved special 
packaging and a tie-in with radio advertising. It was a wow! (Just like 

the plan he had two weeks before.) 

In the meantime the controller was waiting to discuss a possible 
change in account classification. A recent tax ruling indicated that the 
company might reduce its tax liability by a change in inventory valua¬ 
tion procedure. The saving was not certain, however, and the change 
in procedure would upset comparisons of that year’s results with 
those of the previous years. Consideration of this subject had to be 
brought to a close because the general manager had an appointment 
with an important customer of the company; and so the day went. 

Clearly, if the general manager in the preceding case attempted to 
supervise seventeen or eighteen subordinates, as do the men in charge 
of verifying sales slips, his supervision would be quite inadequate and 
he would probably develop stomach ulcers in the process. The variet)^ 
and the importance of the activities he supervises demand much 
more time and energy than does the routine work in the accounting 
section. In applying this concept generally, variety may refer to dif¬ 
ferences in location or any other aspect of the activity that calls for 
the expenditure of additional time and effort in supervision. 

Other duties of the executive 

Executives have several duties in addition to supervising their im¬ 
mediate subordinates, and the amount of time they are expected to 
spend on these other duties will affect the number of people they can 

supervise. 

The nature of this problem is indicated in Figure 25. Here we note 
that a president who is e.xpected to spend at least a third of his time 
on top administrative planning, another third on more specific plan¬ 
ning and control, and at least 10 per cent representing the company 
at Congressional hearings, public gatherings, and other p aces, 
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only 20 per cent of his time left for the immediate supervision of 
vey operating executives. A foreman, by way of contrast, may spend 

.n repor.., and in other activities that he might delegl bu^the 
mamtng IS per cent is available for the directing and supervising of 

sonsTliv Tt'y iik°l''*'T'“f suggests one of the rea- 
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each executive, therefore, should take account of other duties that 
will also draw upon his limited supply of time and energy.® 

Stability of operations 

Every' experienced administrator knows the difficulties in tackling 
a new job, in changing the methods of performing an old one, in 
making drastic expansions or contractions in the volume of work, in 
adjusting to other changes in operations. He thinks longingly of the 
time when things will be running on an even keel, when methods 
(determined centrally or by the workers themselves) will have be¬ 
come habit, when each person in the group knows what normally 
may be expected of the others, when his section, department, or com¬ 
pany really' has “going-concern value.” Clearly^ the stability of opera¬ 
tions, or lack of it, makes a lot of difference in the supervisory work 

required. 

If stability can be forecast over a long enough period to w arrant an 
adjustment in supervisory load, it certainly should be one of the con¬ 
siderations in deciding how many subordinates to assign to a particu 

lar executive. 

Capacity of subordinates and degiee of delegation 

Capable and experienced subordinates are relatively easy to super¬ 
vise. Xhey understand directions quickly', ask fewer questions, require 
less checking, make fewer errors, and usually are more easily moti¬ 
vated to do a good day s work. 


No one has been more thoroughly impressed with this fact than 
a newly appointed supervisor at International Correspondence School. 
He was in charge of the accounting records for the thousands of 
veterans who were taking correspondence courses after World War 
II. The Veteran’s Administration agreed to pay for these courses, 
but, contrary to the usual practice, would pay only when and as the 
individual lessons were completed, rather than for an entire course. 
The detailed record-keeping necessary required the work of sixteen 

Unfortunately, only two of those assigned to the new unit had 



he other duties of an executive and the variety and J^portance 
J. account in large measure for the empirical rule ^ 
subordinates should become fewer m successively higher posi- 
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ar all \Vh previous work experience 
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ture. For instance, careful consideration of departmentation may show 
that the activities under an executive should be divided into seven 
divisions; to then say that this man’s span should be nine or five may 
well require impractical departmentation. 

Similarly, a change in span will have to be reconciled with the 
basic scheme of centralization or decentralization. Sometimes a de¬ 
sired change in span will also fit in with other desired organizational 
adjustments. In other instances it simply may not be practical to 
adjust the number of subordinates to what appears to be the ideal 
span of supervision for a given executive. 

If these compelling reasons result in an executive having a some¬ 
what light supervisory load, this can usually be adjusted by giving 
him additional duties or using him for special assignments. On the 
other hand, if circumstances appear to require a man to overextend 
his span of supervision, then the various means of partial relief should 
be carefully studied. The more important of these devices are dis¬ 
cussed in the next section of this chapter. Somehow, someway, the 
overextended span should be corrected. 


Methods of Relieving an Overburdened Executive 


Executives may become overburdened for a variety of reasons. 
Even Muth all the alternative arrangements that are possible in most 
organizations, sometimes there is no practical way to avoid an ex¬ 
tended span of supervision for a given executive. It may not be prac¬ 
tical to combine two or more divisions, the need for unity of action 
may prevent a high degree of decentralization, or other considera¬ 
tions already suggested may result in the concentration in a single 
administrative post of more duties than a single man can effectively 
perform. What then may be done to provide at least partial relief to 


the executive in such a position? 

Probably the most common way of relieving an extended span is 
to give the executive an assistant, an alter ego, who shares with him 
the duties of the position. For instance, there may be a plant superin¬ 
tendent and an assistant plant superintendent, or a president and vice- 
president, who work together so closely that from an organization 
point of view they constitute a single administrative unit. An inevi¬ 
table problem in such an arrangement is litnv to divide the work load 
and still maintain unity of action. Sometimes there is a division by 
subjects, and subordinates know, for example, that technical matters 
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276 


SPAN OF SUPERVISION 


t:igcs of staff have already’ been discussed in Chapter 1 1. ir is sufficient 
to point out here that if the staff concept is properly understood 
it does provide a very useful means for relieving an overburdened 
executive. 

One other rather simple arrangement should be at least mentioned. 
Occasionally it is practical to appoint an intermediary executive to 
supervise some but not all of the sub(»rdinatcs of the overburdened 
executive. Thus, a sales \nce-prcsident with ten branch managers re¬ 
porting to him may’ turn over five of them to a W estern Zwe Super¬ 
visor, while the other five continue to report directly to him. As will 
be explained more fully in the next chapter, this is not an entirely 
satisfactory arrangement. The mijrale of the western managers may 
be hurt because they do not report directly to the vice-president, and 
the problems of the eastern branches are likely to receive preferred 
treatment. W hile it has many of the earmarks of expediency, the 
arrangement may, nevertheless, be the most practical in some cir- 

cumstances. 

Summary 

In administrative organization the dilemma of extended spans of 
supervision versus additional executives and management levels pre¬ 
sents itself time and again. 

;^e limits on the time, energy’, mental capacity, and personal 
adaptability of every executive must be recognized. On the other 
hand, increased superv’isoiy’ ov’erhead usually makes internal com¬ 
munication less accurate, diminishes flexibility, adds expense, and may 
lower morale. There is no simple formula for balancing these pulls 
in opposite directions; individual ability and the total supervisory 
situation need to be considered in a decision for each executive. 

The skillful organizer will analyze at least the following points in 
arriving at an optimum span for ari individual; variety and importance 
of activ’ities superv’ised, other duties the executive is expected to per 
form, stability of operations, capacity of subordmates and the degree 
of delegation, relative importance of supervisory’ payroll, and prac¬ 
ticality’^ of relieving the executive if overburdened. 

When there are compelling reasons for giving an executive more 

subordinates than appears wise, provision of an alter ego, u^ ot start 
•assistants, or creation of uneven strata may provide a pracucal soluaon. 

Most of the problems an administrator will face in organizing his 
Arm have been discussed in the last eight chapters. Departmenuoon. 
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service divisions, delegation, authority relationships, staff, decentral- 

a“ cZXd ’ t 71 -Per’v-rh ve 

.rate isirFor^stTllLT ^^P- 

as parts of a closely knit structure 'This usually be viewed 

is emphasized in the next two chanted on „vT ’ "PP™^'’ 

cnapters on organization structure. 
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ORGANIZATION STRUCTURE 


Significance of organization strnctnre. Organization structure deal, 
with the over-all organizational arrangements in an enterprise. Effec¬ 
tive administration requires that this structure be in balance and be 
adapted to major objectives and basic operations. This means that 
from time to time the administrator must sit back and look at his or¬ 
ganization as a whole, and consider whether alterations might produce 
more effective results. 

A clear grasp of organization structure is also helpful in making the 
more frequent detailed adjustments in organizational arrangements. 
These changes should be made in a way that is consistent with the 
basic pattern, or if an e.xception is necessary it should be recognized 
as such and not treated as a general precedent. For example, a com¬ 
pany with a structure calling for decentralized operations may decide 
to centralize negotiations of union contracts because of union in¬ 
sistence on a company-wide contract. But if this e.xception paves the 
way for the centralization of a large variety of other personal ac¬ 
tivities there will be a serious rift in the whole decentralized structure 
and a potential source of friction and delay will have been created. 
Just as policies provide the framework within which procedures and 
programs are developed, so too will the organization structure pro¬ 
vide the pattern around which the detailed administrative relationships 

should be woven. i j* 

Organization structure is like the architectural plan of a building, 

and the larger and more complicated the building, the more important 
it is to have a central architectural plan. Many a New England farm¬ 
house just grew without any general plan; the first two or three roonas 
w^ere constructed when the family was small and time and matenais 
were scarce. As the family grew% a wing with one or two more bed¬ 
rooms was added; then perhaps a larger kitchen was placed on the 
back; and when Aunt Nellie came to live with the family, soil an¬ 
other wing with its own sitting room was built. 

The materials and quality of w'orkmanship in these sundry addinons 
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2. Focus of operating responsibility; that is, the units and particu¬ 
larly the levels at which most of the operating decisions will be made, 

3. Facilitating units that are needed to guide and assist those charged 
with primary operating responsibility, 

4. Structural arrangements that will add simplicity, consistency, 
and otherwise contribute to the smooth working of the organization. 

Several of these points have already been considered in previous 
chapters, and consequently only brief treatment will be necessary 
here. In dealing with organization structure we shall assume familiarity 
with the more detailed questions and will consider departmentation, 
delegation, staff, and similar issues merely as part of a general whole. 
In other words, we are treating them here from quite a different 

point of view than was taken in Chapters 8 to 15. 

Before exploring each of these four aspects of organization struc¬ 
ture, it should be noted that a department manager or division director 
may have problems of organization structure within his particular 
sphere of activity, just as the top executive of an enterprise is con¬ 
cerned with the entire organization structure. The departmental ex¬ 
ecutive must, of course, arrange his activities in a manner consistent 
\yifb the over-all structure, but this often leaves him considerable 

latitude. 

The departmental manager, like the president, should from time to 
time consider the primary departmentation of activities under his di¬ 
rection, the focus of operating responsibility, the special units neces¬ 
sary to facilitate activities, and the general structural arrangements. 
There are questions of organization structure even within small units, 
although, as the number of people and variety of activities are re¬ 
duced and the company-wide or departmental pattern limits the alter¬ 
natives, organization structuring of subsidiary units becomes more 
simple. Nevertheless, at any executive level, an ability to think of 
organization as an integrated whole instead of a series of semi¬ 
independent problems is a distinct asset. 

Primary Departmentation 

What should be major departments? 

Grouping activities into major operating departments is the most 
obvious and usually the first thing to consider in establishing an or¬ 
ganization! structure. In some enterprises this primary division is mher- 
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DISTRICT INDUSTRY COMMITTEES 

Figure 26 . Organization Structure of the Petroleum Administration for War 
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STROMBERG-CARLSON COMPANY 

ORGANIZATION CHART 



STROMBERG-CARLSON COMPANY 
ORGANIZATION CHART 



Courtesy, Stromberg-Carlson Company and Ami-rican ManagrmenI .Issouatian 

Figure 27. Chart Show ing Revision of Stromberg-Carlson Company 

Organization- 




















































































ORGANIZATION STRUCTURE 


285 


27.) This naturally led to some confusion as to who was responsible 

ment Th?‘v”rp®’ ^^ ^he sales of sound equi;! 

ment. The V\ ar Production Board ran into a similar difficulty when 

empted to set up major operations by industry groups and then 
set up a governmental bureau that was really a “cusmuie^department 

3 tvT?;7 manufacturing c'ompamerffir 

IS divided along functional lines. Likewise, it will be nLd 
organization chart for the Petroleum Administration for War that a 

:rr d“ ^rg7n:r ^ 

the need for local knowIedL A ^ situations such as these, 

on a greographic basis outJeigfe thra'7a7ge°s";/"he 

sistent basis of departmentation of the single, con- 

Nevertheless, each time thk ic Ar^t^^ 

made more complex. It is often harder to «tST“cT “ 

though it IS not always ™ nS " ‘'“‘-'’le. 


l^ocus OF Operating Responsibility 

The second vital characterisriV* nf nmn ■ 

at which operating decisions will beTade'^erT"" “ 
centralization in Chapter 12 it was noted 7 7 discussion of de- 
of employees, the procedural flow of info “umber and quality 
elaborate planning and control measures f“t 

to which authority is decentralized. Thereforral77 77 t^ent 

t.3,£rrr,■ -rf 

the headq^a'r'tL Vffi« m 7 dSTt otefa7“T‘“7 ft<>m 

cem IS indicated m Figure 28. Unfortunar.Ixz^^_anufacturmg con- 
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operations of sev’'eral companies, however, knows that this is a very 
distinctive and pervasive attribute of the organization structure. 

To cite a well-known contrast, for many years the Ford Motor 
Company used a highly centralized organization in which a great 
many of the policies, methods, procedures, and programs were de¬ 
cided in the headquarters office. In contrast, the General Motors Cor¬ 
poration has emphasized decentralized authority, at least to the heads 
of the various major divisions; the chief executives of Chevrolet, 
Fisher Body, Frigidaire, and other similar units have been granted wide 
discretion in guiding the activities of their particular divisions. No 
executive has really thought through his organization structure until 
he has conceived of the general pattern of decentralization he expects 
to employ. 

In complex operations there is also need to decide which units 
should have a staff role and which should be centers of operating re¬ 
sponsibility. The United Nations Relief and Rehabilitation Adminis¬ 
tration, for instance, established departments to care for activities in 
northern Europe, central Europe, the Far East, and other geographi¬ 
cal areas. At the same time there were functional divisions for pro¬ 
curement of supplies, shipments, distribution control, and so forth. 
Admittedly, one set of divisions overlapped the other, but this was 
ill to the good, because it was necessary to coordinate activities both 
on a regional or a national basis, and also on a functional basis. The 
serious weakness, however, and one that was never satisfactorily rem¬ 
edied, was a failure to decide which group of divisions should have 
operating responsibility. This resulted in overstaffing, jurisdictional 

jealousies, low morale, and administrative inefficiency. 

The United States State Department with its divisions for various 
geographical areas of the world, and also its divisions for international 
trade, cultural relations, diplomatic relations, and petroleum, wheat, 
and other products, faces a similar dilemma. As long as State Depart^ 
ment activities continue to be concentrated on policy-making 
planning, this dual organization can be made to work reasonably 
well; but if the Department takes on operating functions, it will be 
necessary to distinguish sharply between units that carry the operat¬ 
ing responsibilities and those which are primarily intended to perform 

planning and coordinating staff work. ^ 

This type of problem is by no means confined to governmental 

operations. A large meat-packing company with plants located from 
the Atlantic to the Pacific, for example, has a group of regiona ex 
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ccurives and als*» .1 set of executives f«jr l>cct. pork, prtniuce. ind «,ihcr 
major products it handles. This particular c<»mpanv places* primarx 
rtsponsil)iIir\ on its several regional tvccutives. but the structure is l/y 
no means as.clear as it should be. and some ev*ni«sii»i is the me 
rt^sulr. 



.f .V V 


r rct|ucntly\ coaxidcration of prim.ar)' dcpartn^cntation and the focus 
of operating responsibility go h.ind in hand, and from this should come 
a clear concept of the major blocks in the orgamzari-jn structure. 


p ACl L11 A 1 1 VC. UN ITS 

Once the major operating units have been tentatively decided upon, 
as suggested in the preceding paragraphs, the need for facilitating 
units should be considered. Such units are often ncccssarv for the 

0 

etfccrive operation of the main departments and constitute an impor¬ 
tant part of the organization structure. 

The nature and the rv'pical relationships of facilitating units h 
already been discussed in the chapters on service divisions, staff, com¬ 
mittees, and top administrative organization (.sec Chapters 9, 11. 13 
and 14). A thorough grasp of these concepts is essential background 
for an administrator who is thinking of placing facilitating units in an 
organization structure. The basic problem at this stage of organization 
planning is to decide what additional divisiuns. sections, committees, 
or other organizational units arc needed to assure that the operating 
departments function effectively and efficiently. Among the more iro- 
porranr points that should be considered in this connection are th<Ac 
that follow. 


operating 


docs 


not necessarily mean that special organization units should be created. 
In a great majoritv of situations such coordination can be obtained 
through voluntarv^ cooperation of dae executives concerned and super¬ 
vision by the senior executive, as will be explained in Chapter 2- 
Nevertheless, in some situarioos the problems of coordinadon may be 
so numerous and complex that a special unit or standing committee 

is desirable. 

Companies manufacturing highly stv'Ied or other last-moving prod- 
nr'rc cnmpnmp^ find a soecial division charged x^ ith coordinaiioo of 


promoao 


r\ 
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tributes substantially to Drofit;ihlp t- j 

as n.eat packers, which d^al wkh aSa"! d 

article, often have a similar need The ' ‘ ^ Aucfuating-price 

and selling may not have a thorough knXiedve o 7 th®’ 

tions, and even if thpv rin, r ^ ^edge or the other func- 

their major responsibility toTnticTp^te'^airth^T concentrating on 
necessary to fine coordii^tion. cletailed adjustments 

nee?m" KlTe """" ^ ^ 

have a production-planning anJ ’ manufacturing departments 

of gods from onelopTo" anotheT 7 “7 *e flow 

course, even more com^rn Z fuli^Z TfT"® 


course even ^ “iitjuier. v^oordinatii 

It will Ke j . rull-time units. 

organized on a different bas^s tharth"^^^"^ ^^ways 

Thus, if the operatino- departments ^ operating departments. 

^rritorial lines, the coordinating units^rre^wX^ dT or 

On the other hand, if the mainr nne • j- — products 

ucts, the over-all coordination maT bf fn' terns "T 
advertising. The coordinating units 070,^1 Purchasing or 

designed to crisscross between several ™irrces are intentionally 

tivities of an enterprise become larvL anT'"® As ac- 

‘"creased need for such facilitating uSits. ^ complex, there is 

Co^isten, action throughout the enterprise 

founT7 miropemringletrS 

compelling reasons whl thTse^ctirir ' 'here may Z 

consistent, if not unifo™, manned ThT ° Performed in a 
advantages of decentralizing is reducino recognition of the 

aemuty throughout thT enterpSe' ^ f<>“ows an 

nc increased eniDhasi\: nn r * 

and the rise of labor'^unC f instance, 

another department, make rTconci able “ ^’^rable as rhaf of 
enteiprise highly desirable. One of the practice within an 

rate personnel division is to secure hi 7 n ““Ashing a sepa- 

‘^ated financial statements. -"soli- 

this purpose almost every enter- 
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prise lids Sf>ine f(*rMi ot cenrr;^! nccountin'j unit. To cite still annthcr 
illiistratiiin, ficcasion.illy the ni.untcn.incc of crinvKrcnr scHinij pneo 
Is so complex rlv.it a ccntr.il unit ls csublished for this pur|>osc. 

Assme adctpiaie aiteniion 

Operating executives, n.iturally and apjiropriatclv. concentrate on 
their major responsibilities. In so doing they may ncelcct activities 
that are important to ovcr-all results. This r\'pc of situation may call 
for placing the secondary activity in a separate di\ ision. 1 or insaancc. 
one of the reasons why quality control may be specifically separated 
from production operations is to be sure it receives adequate atienrion; 
the more important the quality Ls to successful operation, the higher in 
the strucnire is this separation likclv to Ivc carried. 

Likewise, public relations is such an elusive and vet important 
aspect of total oper.>tions that its guidance is frequently placed in a 
separate division. Of course, if the need f<*r adequate attentkm if 
combined with advantages of specialized skill or the need for inde¬ 
pendent control, then the pressure for a separate auxiliary division is 
even more compelling. 


Provide control arms 

every large-scale enterprise, special methods for assuring that 
activities conform to plan are necessary. Auditing of records, inspec¬ 
tion of finished goods, and similar devices arc often used. Tiiese 
mechanisms of control, sometimes called control arms, are usually 

m 

.separated from the operating departments to secure objectivity and 
independence of judgment. General Sfvmervell introduced into the 
Army Service Forces, and has since applied to private industry, a 
separate control division responsible for organization, planning, dcs^ 
of procedures, compilation of statistical progress repvorts, and general 
inspection of operations.* 

It is not always practical, however, to keep the control arm fully 
separated from operations at all echelons. If a department manager 
as well as the senior executive wish to use budgets as a control device, 
for example, it mav be desirable to have the senior budget ofticer reiv 
upon a budget section within the department for detailed! informatioo. 
rather than attempt to secure all nece^rx^ infomration through a 

separate organization. This arrangement has the adv^uge not only 

_ _ 

s See G. AL Walker. Tbc Ctmtroi Section aj an AU to Mjmagfrnem, Koppen Ct*r»- 
paqv. Inc, 
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luiig as me senior executive receiVpQ full o«^ u- 
ports, such an arrangement is generally desirable 

Common use of specialized skills or facilities 

^^equently, faciliratine units are add^d fc. • • 

in order to utilize fully special sMlIs f structure 

engineering divisions :;e examplL orr^nYT"'^; ”'' 

rcirn; --- eU■ hed-^-S -epTmtrfo'f- 

nLantlcily^tbtSed"''’^ '' “ ^'“^deoVran^'- 

ReUeve overextended spans of supervision 

can adequattfy sup^vte, a^d^nsoSio 'Tt® 

K impractical, the addition of staff subordinate divisions 

remedy. These assistants serve as eyes Mrs"!* ZZ P™''*'!® ^ practical 

devote to a particular prS He" “'-d™ must 

tion relationship is increased and sMff in organiza- 

when their use strengthens or simplife"‘^‘‘"d only 
structure. " simpldies other parts of the organization 


Aid in top-management functions 

itvety organization structure should „ i 
ormance of top-management functions i * provision for the per- 
someone should take a long-ranee br^d^" “Plemed in Chapter^14 

point of view of the company acriHrir T/' "“nomic 

ope with the anticipated social and e'c develop general plans to 

f ncnon. and the duel execuZ Is often t .“P”" P"'»™ ‘w' 

provision may be necessary. ” ^nsy, some additional 

Location of facilitating units 

t^S^Se XSa^t“«on structure 

same time not unduly interfere 
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with the main stream of operations. CiencralJv. service units are l^rst 
placed in the department that ii.ikes the iiKivt i.^e of them, thev 

arc iinpt)rtant enough to warrant: immediate suf>cr\'ision by a top 
utive. (Sec Chapter 9.) 

("ontrol, coordinating, and long-range planning units normally tc- 

mm *• mm ^ ^ * M 


port to the senior cxecurivc. inasmuch as they perform functH>ns that 

. mm mm m ^ m m m m ^ 


he might himself perform if he had rhe time and spccialt/cJ atnsjry. 
It is clearly undesiraltic to have a c«>ntrol or a coordinating unit sub- 


ordinate to an operating executive \i hose acnvities .ire being regulared, 
to do so w cakens the guidance over tliat executive and places him in 
an anomalous position vis-a-vis other department executives. 

Unfortunately, this inav place a large number of duisi<»n executives 
under the immediate supervision of the senior execunve. and es'en 
w ith staff assistance the senior executive mav not he able t/) handle 
the load. 1 he army overcomes this ditficulrv bv providing a chief of 
Staff who supervises all staff divisions, and othcru ise acts as the alter 
ego of the senior executix e. 1 he chief of staff ctMjrdinatcs and sifts 
staff recommendations licfore submirring them to the top execunve. 
and this permits the comm-inding officer to spend more time on urgent 
matters. True, the staff units arc someu hat subordinated, but tho is 
partially offset bv the greater prestige and influence of the chief of 
staff, who must be a member of the “inner circle.” Another arrange¬ 
ment, more cdhimon in business. Is the grouping of several, though 
not all, of the auxiliary units under a serxice director or a vice- 

president.* 

It is important to note that there is a major difference between rhe 
role of such a director and that of an operating manager. The manager 
nmically assumes a proprietary interest in his dep^unent, aad operates 
in a semi-independent sphere of admin istrarion. i he chief of stall or 
service director, on the other hand, must wmrk inrimateiy w ith the 

senior executive to assure unitx’ in adijiinistration. 

S?/?;; 7 «arv. The foregoing suggestions of possible facilitating units 

is certainly not intended as a recommendariori that all such umis 
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Chapter 17 

ORGANIZATION Sl'RUCTURE (Continued) 

Structural Arrangements 

Setting up primary departments, determining the centers of operat¬ 
ing responsibility, and adding facilitating units where needed are 
three vital aspects of organization structure that have been reviewed 
in the preceding chapter. 

Organization structure also deals with the arrangenient of the 
operating departments and facilitating divisions that have been de¬ 
cided upon. Important in this regard are: 

1. Span of supervision 

2. Even strata 

3. Parallel departmentation. 

As we shall see, these considerations deal with much more funda¬ 
mental issues than merely providing a symmetrical and well-propor¬ 
tioned organization chart. Span of supervision has been discussed in 
Chapter 15 , while the nature and significance of even strata and 
parallel departmentation will be considered here. 

Even strata 

Reasons for seeking even strata. As a general rule it is desirable that 
all individuals reporting directly to a single executiv’^e be of about the 
same status or rank. Under this concept only shop superintendents and 
top production staff men would report to the production manager; 
and. the president will have reporting directly to him only the top 
operating men and perhaps a vice-president in charge of service divi¬ 
sions. By this rule, the department store organization, indicated in 
Figure 29 , which has both division merchandise managers and individ¬ 
ual buyers reporting directly to the general merchandise manager, 

would be considered an undesirable structure. 

The advantage of even strata is partly a matter of attitude and 
morale among the junior executives. If, say, two or three foremen 
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29. Organization w'ith Uneven Strata. 


report directly to the production manager whereas all nrh^ f 

receive instructions from me™ o7lesse “starre °Mo 
superintendent nv,v feel some loss ,,7 suture Moreover, a shop 

^'M cs as n.uch attention toremeTas to^^^^^^^^ 

distinguish between the two I r • ^ E\en when titles clearly 

toward relative status is likely toVccur'”"'"'^ executives, this attitude 

--:::eri“ml!;;rj'^::f --or executive will attach un- 

closely. For imy of us, the difBc supervises more 

rhe most serious, the piohlems wrourse'l 

rppear the m,«t difficult and the most urgm ’ r" i”' ™ 

fur the executive who has subordinates rfn I 

a properly balanced perspective on sh ? “ --"“in 

liigher position, his views and his reo “Perations. Because of his 

jUd '< perspective becomes warpe“he isffiXT T" '’"""‘y’ 

Jemand favored treatment for “his” division ' 

2*trata 7/iay not be clear-nn i . 

^'cpr of c\ en strata is often difficuJ^ro^f practice, however, this con- 

not always clear tvhich exeettfsh™ M be''c.msited " '’T " " 

e . Does the manager of a denirmi^nF ^"sidered on the same 
product rank along ^vith the saks Z selling a by- 

bhould advcrtisine be separated fr major product? 

non, accounting from fimn«, and Xml?rh P‘'°‘iuc- 

activities report directlv to the chief one ^ '•’“e 

the number of emplovecs in a depXmenr a® Certainly 

enrenon; for example, in a comme7dlTb V"'”" '' “ inadequate 
transit operations or bookkeeping may haX ‘ °f routine 

P g may have ten times as many em- 
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ployccs as the executive respoasihle t<>r the b Mtk's in\csrnicnr. tlv.nL'h 
clearly the latter is the more impirtanr pcrsition. 

Perhaps the best guide in deciding which departments, divisions. <.r 
sections should report directlv to anv kev executive is the extent to 

^ 0 m- m 

which the activity must be considered b\ that executive in ftir elat¬ 


ing his over-all policies and programs. In addiri«>n, where there 
several units performing similar acri\ ities. as when there are a number 
of branch offices or manufacturing plants, it is often desirable t<j con¬ 
sider the executives in charge of them on the sanvc f>ri;anizational 
level, even though there is admittedly a substantial difference in size 

W 

or importance among the branches or among the piants. I hcse guides 
will help to establish strata or levels among the executives, but there 
will aKvays be a few’ borderline cases whose status is determined on 

m' 

the basis of executive personality or by the span of supervision of the 
senior executive. 


Evcti strata and span of supervision . Another reason why it is diffi¬ 
cult to have uniform strata is that the number of subordinate units do 
not always fall within what is considered to he a reasonable span of 
supervision. For example, twelve branch managers may be more than 
a sales manager can adequately .supervise and also perform his other 
duties. Then, just because an assi.stant sales manager is appointed to 
take over the supervision of seven of these branches is scarcely reason 
enough to insist that a second assistant sales manager be appointed to 
supervise the remaining branches. Or. turning back to the department 
store merchandise manager shown in Figure 29, if it is assuaned the 
merchandise manager has ample time to supervise the four dhnsion 
merchandise managers and the five buyers of men’s wear, it could w ell 
be argued that niceties of organization structure do not jastify the 
expense of an additional division merchandise manager for men’s w ear. 

In other words, haxdng all people reporting to a given exec'utive on 
the same organizationanevel may be desirable, but in particular cir¬ 
cumstances the cost may outw eigh the benefits. W hen faced 'virh a 
situation of this sort, careful attention should be given to the possibil¬ 
ity of using staff assistants (typically of lower rank), which will 
permit the ^executive in question to superx'ise a greater number of 
subordinates. Reallocating duties or modifying the extent of decen¬ 
tralization is another way to provide full-time jobs w hile maintaining 

* r 

even strata. 

Titles can shove difference in status. If after ex-ploring these pos¬ 
sibilities it is decided that junior executives of different levels should 
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report to a senior man, then the difference in status should be in¬ 
dicated by title. For example, staff assistants or directors of service 
divisions should have titles that clearly distinguish them from execu- 
tives responsible for major operating divisions. At the higher echelons 
the more important executives can be named vice-president, while 
other executives reporting to the president carry the title of manager 
or director. Titles may also be helpful in such situations as that of the 
department store merchandise manager already discussed. Here it 
might be desirable to indicate that a single individual is actually filling 
two separate jobs, those of general merchandise manager, and division 
merchandise manager for men’s wear. In other words, you should 
recognize that the executive has “two hats.” The use of titles in the 
ways suggested reduces to some extent the disadvantages of uneven 
strata, but should be regarded as only a partial remedy. 


Parallel departmentation 

Larger enterprises having several branches, plants, or field offices 
performing similar activities may find parallel departmentation useful. 
Under this scheme, the sections and divisions in each of the operating 
units are established on the same basis. Figure 30 shows the principal 
units in a manufacturing company. It will be noted that, except for 
the combination of finance and control and the omission of engineer¬ 
ing, the organization within each plant parallels the organization in the 
headquarters office. This similarity in departmentation extends even 
farther than indicated on the chart. Under the production vice-presi¬ 
dent, for example, there are divisions concerned with purchasing, 
production scheduling, traffic, plant services, and constructioni and 
under each of the plant production managers there are units respon¬ 
sible for local purchasing, production scheduling, traffic, and plant 
services, in addition to .several production superintendents. 

Still another illustration of the same principle is shown on the 
Petroleum Administration for War chart. Figure 31. Each of the 
domestic operating divisions in the national office had its counterpart 
in the district offices, and, in addition, both national and district indus¬ 
try committees were established to cover the same grouping of 
activities. Further examples of this same pattern may be found in 
equipment finance companies, railroads, chain stores, government 

bureaus, and military establishments. 

Advantages. The chief advantage of parallel departmentation is the 

with which executives in the headquarters office and the sub¬ 
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ORGANIZATION STRUCTURE 


sidiary units may work with each other. A branch executive, for 
instance, needs to go only to one man in the headquarters office for 
assistance and guidance. On the other hand, a traffic executive with a 
counterpart in each of the operating subsidiaries knows just where to 

turn if new freight regulations call for adjustment in company 
procedures. 

In the Petroleum Administration for War the parallel form of 
organization enabled the national director of refining to secure a 
change in the country’s production of, say, kerosene within a few 
days’ time. In contrast, a failure to provide parallel organization struc¬ 
ture in the War Production Board made cooperative action of the 
industry divisions and the field offices extremely difficult. Personal 
acquaintanceships were lacking; there was no sense of “our man”; it 
was not clear who would do the work in the field and who could be 
held responsible for results; therefore industry divisions were reluctant 
to decentralize and the exchange of information was poor. The field 
offices typically had organization corresponding with the Washington 
staff divisions (priority, salvage, et cetera), and the cooperation with 

these units was much better; but, unfortunately, this removed the 

« 

field offices from the main stream of operations. 

Parallel departmentation also makes the transfer of personnel easier. 
The sales manager of a small branch can be transferred to a similar 
position in a large branch without spending a lot of time learning a 
new pattern of organizational relationships. A man may be given 
training and experience that will fit him for any of several positions. 
There are, of course, many informal relationships that must be learned 
in each new situation, but a similar grouping of duties substantially 
reduces the difficulties of transition. 


Also, when several departments or divisions are set up in the same 
manner, control over them is made easier because results of one unit 
can be readily compared with those of other units. This principle of 
“deadly parallel” has already been discussed in Chapter 8. 

Parallel departmentation, then, has distinct advantages over and 
above the somewhat dubious argument that the best setup in one situa¬ 
tion is ipso facto good for all units performing similar operations. 

Disadvantages. The chief difficulty with parallel departmentation 
is its lack of adaptability to local conditions. Warehousing, for ex¬ 
ample, may be a major problem in one branch but only a minor one in 
another. A personnel officer may be an extremely valuable part of the 
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subsidiary, there is little gained by insisting on parallel depart- 
mentation. 

Parallel departmentation, then, like even strata, may add consider¬ 
able strength to the organization structure. Considerable judgment is 
necessary in its application, however, because variation in local needs, 
additional executive expense, and infrequency of contacts with other 
offices may make it more troublesome than helpful. 

Need for Bal.ance 

Organization structure is concerned with the total configuration of 
duties and relationships within an enterprise. The discussion in this 
and the preceding chapter has called attention to a number of aspects 
or fundamental characteristics of organization structure, but it is 
important that each of these points be considered in relation to the 
whole. 

Basic departmentation, focus of operating responsibility, facilitat¬ 
ing units, and structural arrangements provide a logical way to think 
about organization structure; but fixed conclusions can rarely be 
reached on any one aspect until the others have been carefully con¬ 
sidered. The study of facilitating units may well lead to a modification 
of tentative conclusions regarding primary departmentation. Con¬ 
siderations of structural arranpment will be modified, or modify, 
plans for decentralizing operating responsibility. Frequently, a com¬ 
promise has to be made on one point to secure what appear to be 
greater benefits in another direction. This usually requires much 
mental effort, discussion, and give and take of ideas; but out of this 
effort should come a balanced, workable structure. 

The discussion of structure has been concerned with organization 
for an entire enterprise. The same type of approach may be taken to 
a department or a section within that enterprise. There are still ques¬ 
tions of major operating units, extent of decentralization, auxiliarv 
services necessary, and structural relationships. The large organization 
structure may limit the alternative arrangements that can be con¬ 
sidered, and to that extent simplify the problem, but each executive 
who has more than a handful of people working for him will profit by 
taking an objective view of the way the efforts of his subordinates ht 
together to accomplish the objectives of his department or section. 

And finally, serious error will result if the organization structure is 
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Ways of describing organization 

Ovganization charts. An organization chart is a graphic portrayal 

of certain aspects of the organization. Usually such charts show only 

the principal divisions or positions and the lines of formal authority. 

This is true, for example, of most of the organization charts in this 
book. 

Charts are often limited to certain departments or relationships that 
it is desired to emphasize. So-called “functional” charts list the prin¬ 
cipal duties of each division or position within the appropriate box; 
manning charts list within the respective boxes the number and title 
of all positions in that unit, and sometimes list the names of present 
incumbents. Thus the content of any particular chart should be deter¬ 
mined by the purpose for which it is designed. 

The design of an organization chart can range from a mechanical 
drawing to an artistic creation. Aiechanical charts consist of little 
more than lines drawn between standard-size boxes in which are 
written the appropriate titles. In the more artistic charts, attention is 
paid to balance, spacing, style of printing, and perhaps to the use of 
colors and the general impression created regarding dominant and 
subordinate departments and divisions. Such charts are more like 
advertising copy than an engineering blueprint. 

There is considerable precedent for showing the senior executive 
at the top with subordinate levels below in pyramid fashion; some¬ 
times the same arrangement is used going from left to right instead of 
from top down. Often when portraying organization structure com¬ 
parable units are placed on the same line and the size and weight of the 
boxes and of the printing suggest relative status. However, there are 
no fixed rules, and the chart maker is still free to invent new ways of 
showing relationships.® 

Generally speaking, then, organization charts should be thought of 
as a form of graphic presentation. Their use and their form should be 
determined by what is effective in getting ideas across to their audi¬ 
ence. Since one of the basic principles of graphics is simplicity, it is 

s J. J. Furia has suggested a set of standardized sj’mbols for organization charts, 
similar to the sj-mbols used in motion or procedure analysis. Perhaps such s>Tnbols 
will be a useful shorthand for the technician, but they are far too stereotyped tor 
general portrayal of organization. See J. J. Furia, “Making and Interpreting Funcuonal 
OrganiMtion Charts,” Personnel, Januar>-, 1944, pages 221-230; alw C. S. Ascher, 
“Organization (Mercator’s Projection),” Public Administration Review, Autumn, 

1943, pages 360-364. 
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Titles for Executives and Technical Men 

Titles frequently consist of t\v o or three parts, and it is possible to make 
all sorts of permutations and combinations as occasion warrants. 


A. Basic Titles 


Director 

Administrator 

Manager 

Executive 

President 

Officer 

Superintendent 

Supervisor 


Chief 

Leader 

Commissioner 

Chairman 

Secretary 

Specialist 

Consultant 

Expert 


Technologist 

Technician 

Assistant 

Aide 

x\ssociate 

(Specific function or occupa¬ 
tion) accountant, engineer, 
chemist, expediter, treasurer, 
controller, statistician, etc., etc. 


B. Adjectives Denoting Rank 


Deputy 

Assistant 

Associate 

Vice 

Executive 

Staff 


General 

Chief 

Principal 

Special 

Administrative 


C. Descriptive Adjectives 


(Function) 

(Product) 

(Organization 

Sales 

Fuel Oil 

Division 

Production 

Wax 

Department 

Control 

Baked Bean 

Bureau 

etc. 

etc. 

Section 

Unit 

(Geographic area) 

(Subject matter) 

Group 

Denver 

Refining Cost 

Office 

East Coast 

Tariff 

Project 

City 

Catalytic Cracking 

Service 

Plant X 

etc. 


etc. 


Region 

District 

Zone 

Territorv' 


Figure 
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Director of Evgmeering 

Manager, ^rilitavShcVritv anTfes^^iMn'?"T "/ Production 

'■ a"•'-■OH inCud: ^ 

, ■ "'f-d rfuip^ent, 

-’■ P“^“r ptoductin,,, tchich iuclud" 

b. reducing accS Td'disease h"zar"d1 P''" rates. 

tection facilines. repairs and maintaining fire pro 

c- nett buddings. 

a“d"r/er- 


He will be assisted by; 


m 


Industrial Engineer 

pfant'^F " 

^lant Engineer 


F>or.u. 33 . lUustration of a Brief Position Description. 
deSkd sMttmetf ■ trouble of preparing more- 

^ ^^I'li^citioii yihijiiijli: Orrr, 

of organization charts and evecuth"c''D typically made up 

_^^ere may be a single^eadiV atilt;™™"“ “^f ?7 '“^ether so 
■■”dividutifar'"""' is tloi'e" Tr°“ 

■ pages may be easily revised and insert^ ^ 

rkdranmges and Umitatiom of organizatio n 

^<fta«,ag„. Often the «®"'“tion charts and manuals 

"tents come during ’t^‘ ^rom organization d 

ard''d". partfc/ate in he p 

-riting the position descriptCt^ttr?."? n>e 
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Ge7ieral Manager, Marketing Division* 

I. FUNCTION 

As a line member of management, the General Manager of the Marla :t- 
ing Division is charged with advising the President, w'ith conducting ilu 
sales, pricing, market research, product acceptance, and advertising ac¬ 
tivities of the Company, and with operating warehouses. 

H. RESPONSIBILITIES AND AUTHORITY 

Within the limits of his approved program and Company policies and 
control procedures, the General Alanager of the Marketing Division is 
responsible for, and has commensurate authoritv to accomplish, the ful¬ 
fillment of the duties set forth below. He mav delegate to members of his 
Division appropriate portions of his responsibilities, together w'ith pro¬ 
portionate authority for their fulfillment, but he mav not delegate or 
relinquish his over-all responsibility for results nor anv portion of his 
accountabilirv’’. 

A. Operations and Activities 

1. He will formulate, or receive and recommend for approval, pro¬ 
posals for policies on sales, pricing, market research, product 
acceptance and advertising, will administer such policies when 
approved, and will conduct such activities for the Company, 

2. He will establish and administer procedures pertaining to sales, 
pricing, market research, product acceptance, and advertising. 

3. Based upon his studies of product acceptance, he v. ill recommend 
new or altered products and the discontinuance of products. 

4. He will solicit special accounts, will supervise sales involving deliv¬ 
eries in two or more Sales Districts, and will sign sales agreements 
covering such transactions. 

5. He will recommend selection of firms or individuals as advertising 
representatives. 

6. He will lease or purchase and operate such w arehouses as are neces¬ 
sary to the accomplishment of his function. 

7. He will conduct necessarv^ buving activities. 

8. He will approve adjustment of complaints involving amounts over 
$500 but not over $1,000, and will recommend approval of adjust¬ 
ments involving sums in excess of the latter amount. 

B. Organization of His Division 

1. He wiU recommend changes in the basic structure and complemenr 
of his Division. 


Figure 34. Illustration of a Full Position Description. 


• Taken from G. L. Hall, The Management Guide, Standard Oil Coinpany of Cali¬ 
fornia, 1948, page 5.1. This publication contains an excellent discussion of the prepara¬ 
tion and use of position descriptions, and many other examples following the samt 

pattern. 
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C. Persovnel of His Division 


1. 


4. 


5. 


6 . 

7. 


the Conipany, he hirr^ersonLuoT 

?;;r &? s 

-iec^ .e 

personnel "ceXin; in ercl 

"w" suh)e« . .he pro- 

He will recommend DromnM'rin a 

not subject to the provisions of AeTarUbo*' s''“n “J 

He will approve promotion, dentoln d 

SU ject to the provisions of the Fair Laborer personnel 

He will aonrove Standards Act. 


3. 


own 


D. 


4. 


5. 


He will prepare necessary job ard To V n ’ ” 

. 1 nd position descriptions. 

Finmices of His Division 

1- He will prepare the annual budget. 

'■ ^4T'orTnyTppr^;/; etr“rdinT“ ^"nual 

program, or any appropriation. capital expenditure 

p-ef and^?^;;:, of operating ex- 

not covered by the a^oJed bZS ^^ch a?e 

P gram, or an appropriation. > ny approved expenditure 

He will recommend extranr^ir. 

grams and appropriations. ‘^^P'ral expenditure pro- 

He will administer fiscal procedures. 


3. 


He will receive for review on^ 

annual budgets of other staff deD?rrm"’^”‘^^'''®” of the 

coming within his province. and the field divisions 

relationships 

c™£ Will observe and 

‘‘^legate Ws TerTu'resno'’'hf “f Ws'D&r™„r 

conduct. sponsibility or accountability for thdr"^prop°*^ 


Figure 34 (Continued). 
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A. The President 

1. He is accountable to the President for the fulfillment of his func¬ 
tion, responsibilities and authority, and relationships, and for their 
proper interpretation. 

2. He will relieve the President of administrative detail as outlined in 
this Guide or as specified by the President. 

B. General Alanager, Alamtfactaring Division 

1. He will co-ordinate his activities and co-operate with the General 
Manager of the Manufacturing Division on matters of mutual con¬ 
cern. 

C. Departinent Aianagers 

1. He will co-ordinate his efforts and co-operate with the Department 
Managers and will seek and accept functional guidance from them 
on matters within their respective provinces, 

D. Advertising Agencies and Alarket Survey Services 

1. He will conduct such relationships with advertising agencies and 
market survey services as are necessary to the accomplishment of 

his function. 

E. Others 

1. In the conduct of these relationships, he will establish and maintain 
those contacts necessary to the fulfillment of his function. 

2. The President may specify, from time to time, other relationships 
to be conducted by him. 

F. The Public 

1. He will conduct such relationships outside of the Company as are 
necessary to the accomplishment of his function. 

Figure 34. {Continued), 


occasion to think objectively and critically about existing organiza¬ 
tional arrangenmits. Fuzzy authority^ lines are clari e , oyer appin^ 
interests are recognized, and some sort of modus operandi is agreed 
upon, major duties and responsibilities are re-emphasized. the occ^i 
for needed changes in organization is provided, and there is a clarifit 
tion in the minds of all the key people as to hotv the organizanon is 
expected to function. It will be noted that these benefits consist pti- 

in the^work; they exist in the minds of the men. and once 
is finished it is of helu to them largely as a check on their mem 









% 


I lUA 
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The 


nc^fni 'Mni irs cnarrs and dcscriprions may be 

new C«CUDV«”'"^ '■ •'■''J parricuiarK- 

plJd^Tcrn r unit the nmntul 

^ ^ ^ broad rcrins is rhe more useful- on^ 

: : 1 f'•r.:: 

^eucnire. In att ,t the manual ,s quite detailed it mav he necee^rv 
ro prepare a sunpl.hed version for training purposes. ' ' 

rgani7arion manuaLs soinerinies ser\ e as the oflirhl uj / / # j 

on all organirarional issues. In such case tl 0^11? " ,T‘' 

^ecutive, ^ a reference to jusrifv doin^ ' .1,7 Z "" t^d ^ 

Clearly, if the immilie onra.. ' . inev want to do. 

J>e detailed and specific and official dictum, they need to 

thete is a ,V chaZ ' ^ each time 

oot^ttef -rten organi.- 

-rtHe";:;;:^ ^d iT- "K’-" —"rsani::- 

pomf is clLlv u;:: him nlm^r^hr'^t’’.^"- r' '”<= 

'here is mutual understandine as to needed mo "-''en 

'u agree upon revised wor.lf,,.: . . "“’d'ficar.ons, ,t takes time 


ro agree upon revised u-r.nfin,r i .'"'‘“-‘‘'ions, it takes time 

get the new document issuckl \VheT*'” T signatures, and 

there is a strong remptiriimt I': ‘'I' ^- 

than negotiate a revision The more I ''•‘"■'nds rather 

cl-ange can be nude onlv ,'' revi, ns"'' r'' "■'gfn-u'tional 

cerrain to lac delay. ' ' ""‘"'"'1.'here is almost 

A-Cfu^JY ^ the or^’’,iniy if“j|An *. 

'"••ior paiiems arnLg the ewuthcs"'’ f ‘"’‘'erstandings and be- 

'■'■ng. changing thii.;, and unles th ' *''’7 "'>’P''>yoes; it is a 

•wnis are flexihle and adaprable thev T "^•‘"^''on docu- 

mfluence ,,id a source of amfus'm r^ r '“""’.f '’’rotrling 

extralegal action to ect the job done "p' ‘"olmed to take 

pteterable to think of p,«,[i,,n descrim sifttions 

'^.v wdl g„ out nf d.,te. I hev mStl r '^at 

. ■' Oontmuc to serve a uvef. I '"oe to time if 

ngc need not await such reviskn ,nj organizational 

** "J'lded. fnd frequent minor revisions can 

*hc prepjTjtion of chjrrc ^ j 

‘h-'s and manuals sometimes creates friction 
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and bickering. Often, workable arrangements are accepted as long as 
they remain implicit, whereas spelling them out may involve loss of 
prestige. Unless there is real need for clarifying duties and relation¬ 
ships, then drawing up and circulating a document that causes heart- 
aches or jealousies'can have a negative rather than positive influence 
on the effectiveness of an organization. Consequently, the timing and 
the detail in which an organization is described should be decided in 
terms of the net effect it will have on the individuals concerned. 

Organization manuals are limited in the picture they can give of the 
way operations are actually conducted. This is particularly true of 
organization charts, which are tM'^o-dimensional and, as suggested 
earlier, should attempt to portray only certain aspects of the organiza¬ 
tion. Some experienced administrators believe charts do more harm 
than they do good because they oversimplify really complex relation¬ 
ships. For example, charts give very little information about the degree 
of decentralization and they are oblivious to informal channels of 
communication. Even the more detailed position descriptions leave 

much unsaid. 

These limitations should be acknowledged, and even emphasized, to 
the people that use the organization documents; but this is scarcely 
reason for discarding the tools entirely. A clear understanding of the 
organization is highly important; the lack of it may lead to a sense of 
confusion, frustration, or even injustice. Organization charts and 
position descriptions can contribute to this understanding, particularly 
L training devices. As we shall see in the chapters on executive per¬ 
sonnel, position descriptions are also useful in connection with selec¬ 
tion, development, and compensation. 

In general, then, if organization charts and position descriptions are 

regarded as tools, and limited ones at that, they can be put to effective 
use. They should not, how^ever, be permitted to become an end in 
themselves; and except as a deliberately created dc\ ice for centralized 
control over organization, they should not become a source of 

inflexibility. 


Conclusion of Pari II 


The administrator’s task of orgatihing has now been considered 
frl' seve™) angle. In the earher chapters „f this patt of the book, 
key organization issues were analyzed as somewhat separate pRiblems. 
Departmentation, service divisions, authorit\- dciegatum, staff, com- 
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mittees, decentralization, boards of direcrnr? onr? • ^ 
tion are all features of or<xa,u>ation that ^ T 

attention by themselves. 6„ the other hanrit '”? 

view the administrative orMninrinn ,c important to 

view has been taken in the last two chapter" ZT =* 

where the emphasis has been on makin;Tthe r^rfirtrr"'""' 
balanced whole. ® ^ parts nt together into a 

With plans laid, as indicated in Part I anri rtrrr • • . . 

the manager must turn hie ntri=nf' i! tganization established, 

istrative work-se Zre “ 

directing and coordinarinr and fi resources, 

*"whd I'^mnining parts of the book""'™"'"®' 

work for riiinWng'abo^ prin'^’ip'ieTo™"^^^ ^ practical frame- 

remind ourselves that in practice dtev ^ •'■dm.nistration, it is well to 

executive, of necessity, moves back and "forth f 
another in performing his daily tasks Neverrl'T 

better understood by develoninv , ^1 operation, it will be 

with this analvtical'approach Part IW P'’=‘^o. In line 
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Chapter 18 


DETER/\1[NING executive personnel needed 

^Gsponsibility for obtainhig; re^mfrrp^ a i r 

one of the major divisions of fd Assembling resources is 

ning, organiziL di^tL P'-"' 

positions in the orcranirat on fund man the 

and equipment and to orov dl , ^ materials 

which to work, all muft be bn:^ht;^:r:iofti,:T.:l'\^"r 

prise if It IS to function. tor the use of the enter- 

the'^'employeefisl^ofcoLT'^^^^^^^^ d ? ."’T''"’'' "f 

to his subordinates, and depmmentil^ ^ executive 

special divisions to assist or do rh' often depend upon 

then, assembling resource:^usf Imi'^er IT th:" ^ 

tical standpoint, howe^r 

attention to these matters- from\h^ f ^ess 

one has a responsibility for seeino rb'^r'e? Ptosident, each 


one has a responsibility for seein/rl”™ President, each 

needed for successful o'pemno ' fe t ,anC 

an executive can neyer fully delei^e resources is a task 

roblems of obtainingf capital virv- nr i . r 

another. In government it usually 'io'yCl*/' '"rorprise to 

rom the legislature; eleemosynary institutiC'* getting appropriations 
contributions to supplement the r “Co fT "P"™" 

and their financial structure. FacChtSCob/f V' "“‘'=<1 

t at help carry the mafor bS Iff see'iny 7 

lems. It IS not feasible to include a disC s T"^ apecial^ed prob- 
ohtaimng other assets in this geneml treatm^ Cf admmltmE’;,::: 
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EXECUTIVE PERSONNEL NEEDED 

There is one area of great importance in every concern to which 
each executive should give personal attention, namely, the effective 
selection and development of his immediate subordinates and other 
key men under his general direction. This is a universal problem of 
highest significance to the enterprise and to society generally. These 
next three chapters will be devoted to its consideration. 


Need for Attention 

Cardinal importance of executive personnel 

The vital need for capable executives if an enterprise is to be suc¬ 
cessful needs little emphasis. It is they who engage in the continuing 
process of planning, who mobilize and allocate resources, and who 
carry out the day-by-day direction and control of activities toward 
the company’s objectives. As William B. Given, Jr., has observ^ed, 
“More important than production genius, more important even than 
having sufficient money in the bank, are the right kind of people in 
making a successful company. Their team work, their enthusiasm, 
their all-out effort can build a sound business.” ^ 

Moreover, the task of executives is becoming more difficult. The 
increasing size of administrative units in business, government, army, 
and elsewhere has added to the complexity of administration. Also, 
the impact of world events and governmental action penetrates to 
almost every department and division. Employees are becoming less 
tractable, that is, their zone of acceptance has narrowed. All these 
things call for executives with great capacity and skill. 

Distinctive aspects of executive personnel problems 

The development of executive personnel cannot be tackled in the 
same w^ay as replacing a machine that is broken down or handling a 
rush order from an important customer. Unless the distinctive aspects 
of an executive personnel program are recognized, the administrator 
is likely to find himself dissatisfied with results, if not in actual trouble. 

Important in this regard are the following. 

A relatively small mnnber of people are involved. Only in the larger 
companies is an executive directly concerned with the selection and 
development of as many as one hundred people, and often the number 
of present and potential executives w'ill be more nearly a dozen. This 


^ Bottom-Up Managevicnt, Harper & Brothers, 1^49, p^ige 87. 
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means that individual persomlinV*; r-ilmr j * 

that can be taken General nnl’ ' ^ ^a the action 
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involved. upte to the specific individuals 

poIndaJ 

together and go throuo-h rrvMn • work 

ment indeed if a man^^i^ Tf ' ""tplov- 
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action that should be e.xpected You / positiveness of 
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Executive personnel is orinvinbr o / 

to regarded, constructive action u I, Unless it is 

anticipate vacancies some time ahead m “ Po®='We to 

the day for appointing a new officer and ,^PP'''‘'“ '"d'^duals before 
opment programs. The fact that ir k 1 "'V out individual devel- 

advantages, however; it permits nrocr, p"®?™" "^turc has its dis- 

hkely to occur when something f "’““o"- and this is particularly 

associate. Also, it is difficult to see nuT"' an 

lead to discouragement or unwise cunadL'^““ f 

“me. curtailment of expenses during slack 

To a Considerable extenr br^rN 

personnel work are hnmigihle. Evcn'di.T results of e.xecutive 

ance sheet because there rno’deaT^I ““ - ba“ 

thaf" “ sometimes deTOred"’'““ 

that can be measured would often yield fr ^ '^“"ars 

toward developing executive personnel 

These points explain at least . 

dealt with executive personne on oT ' '“^tprises have 

development has. of course, bee„ °^ “ E«cutive 

Schools had a committee on execu i« Association of Corporam 
of companies that have systemar anr'"'"® ’ 'ho nLber 

Alvin E. Dodd, honoX''pP"’' 

Ian Company, ,„8. rrammj E.ecmi.,, The 




320 


EXECUTIVE PERSONNEL NEEDED 

dent of the American Aianagement Association, states, “It continues, 
as it always has been, the No. 1 blind spot in management’s thinking.” 
The contracted state of business during the depression of the ’thirties, 
and then the withdrawal of v'oung men into tlie armed forces durine 
World W ar II seriously interfered with the plans of many companies. 

Since the W ar, fortunately, a number of leading companies have 
made rapid strides in this field. 

The feeling of the progressively managed company may be tersely 
summarized as follows: E.xecutive personnel development is far too 
important to be left to chance. \Vhile many things remain to be 
learned about the nurturing of executives, .there are measures that will 
substantially improve the selection and aid in the development of an 
outstanding corps of executives. A properly administered executive 
personnel program also has a definite supplemental value in improving 
morale through a demonstrated interest in helping a man better him¬ 
self, and through an equitable means of selecting men for promotion. 

A sound executive personnel program should accomplish the 
following: 

1. Determine what executives are needed 

2. Appraise present performance and select for promotion 

3. Develop men to fill needs effectively 

4. Compensate executives wisely. 

The best known practical steps for accomplishing these ends are dis¬ 
cussed in this chapter and the two following. 


Deciding What Executives Are Needed 

Three basic steps are involved in determining executive personnel 
requirements. These should be taken, regardless of how small the 
enterprise or informal the action may be. 

1. Detennine the duties of each position from a study of the desired 
organization structure. 

2. Develop “man specifications ” of the qualities and other charac¬ 
teristics needed by an executive to fill each position satisfactorily. 

3. Analyze the age and ability of existing executives and, by com¬ 
parison with requirements found in steps 1 and 2, develop plans for 
filling gaps and providing necessary replacements. 


^ November, J944. 
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pleTed?nXhe ^leSand "/'T'' ™ 

attention. Nevertheless, in any received 

may require the immediate selection of o^^ ^ ^ 

they may acquire the necessary experien^ Td 7 

actual appointment must be maL. ^ ^ training before the 

Organization analysis 
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PAW—Organization Manual 

ProgTiVJi Dhision 


Plan No. 4.10 


Province 

To formulate integrated, long-range program alternatives for meeting 
total essential world-wide petroleum requirements of the United States 
and its Allies, to best advantage within the limits of available resources, 
as a basis for determination of (a) Px\\\’s long-range program objec¬ 
tives, (b) implementing plans and policies, (c) necessary construction 

programs, (d) operating schedules, and (e) allocations among Claimant 
Agencies. 

Functions 

In achieving this objective, the Program Division will perform the 
following functions: 

1. Obtain from the Industry, Claimant Agencies and other sources 
authoritative estimates of essential domestic and foreign petroleum 
REQUIREMENTS for as far ahead as practicable, validating, ad¬ 
justing and coordinating as necessary. 

2. Obtain from the Operating Divisions, authoritative estimates of 
petroleum SUPPLIES and CAPACITIES that can be made avail¬ 
able to meet these requirements, and their recommendations as to 
the most feasible means of augmenting supply and/or restricting 
uses, as necessary to avert shortages. 

3. From this information, formulate alternative supply and allocation 
PROGRAMS to best meet essential needs within the limits of 
available resources, as a basis for determinations by the Operating 
and Petroleum Requirements Committees, respectively. 

4. Follow the PROGRESS of PERFORMANCE against program 
commitments, advising the Directors concerned, the Chairmen of 
the Operating Committees and the Deputy Administrator, as to the ^ 
significance of deviations from the standpoint of their program 
implications. 

5. Formulate and recommend necessary PROGRAM ADJUST¬ 
MENTS and EXTENSIONS. 

6. Make such SPECIAL STL’DIES as to the overall petroleum supply 
situation as the Deputy x^dministrator or the Chairmen of the | 
Operating or Petroleum Requirements Committees may request. 

Relationships 

1 . The Program Director is responsible to the Deput}^ Petroleum | 

ADMINISTRATOR. 


Figure 35 . Example of Position Description from an Organization Manual. 
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3 . 


4 . 


5 . 


6 . 


7 . 


8 . 


9 . 



Plan No. 4.10 

WGCOMWITTEES fnd Foreign OPERAT- 

do'-^EQU,REMENTS 

-nrMrvt/rL” 

the Committee’s ai]oc«bns^ ^ basis for 
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capacity availability, and for adv[ce 

Jng supply or restricting uses He will i ^ feasibility of increas- 
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of ‘l«'i«onal"planranSsSulesS^^^^^^^ integration 
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Tram n'"' ^‘^"“ion in a rJsonT 
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description has been written will affect its contents. For example, the 
position description in Figure 35 was written for an organization 
manual, and it emphasizes the functions and relationships of the unit 
as a whole rather than the particular part of the work done by the 
director, or any one individual within the division. Descriptions pre¬ 
pared for position evaluation and salary administration, on the other 
hand, are more concerned with what a particular individual does and 
the extent to M^hich he exercises initiative and judgment. A position 
description for use in recruiting and placement may well include 
aspects common to all jobs in the company, whereas the evaluation 
description is more concerned with points that distinguish one job 
from another. 

If proper allowance is made for these differences, however, any 
reasonably complete description can serve as the basis of the next step, 
man specifications. 

Man specifications 

The kind of an individual who can satisfactorily fill position X is 
indicated by what may be called “man specifications.” Broadly con¬ 
sidered, such specifications are of two types; they may be performance 
requirements, in thaT they stipulate what a man must be able to do 
satisfactorily to fill the position, or they may be more indirect, in that 
they stipulate the qualities, experience, and other characteristics it is 
believed an individual should possess in order to perform duties of the 
position satisfactorily. 

Use perfor7iicnice requirements. Performance requirements, such as 
ability to supervise and inspire salesmen, ability to devise sales promo¬ 
tion campaigns, ability to budget expense and then live within the 
budget, and the like have the advantage of being simply and clearly 
related to the duties involved. If a man can meet these standards, he is 
qualified for the position; if a man fails to come up at least to the 
minimum standard on essential requirements, he is not satisfactory. 
Consequently, they should be used wherever practical. 

The difficulty is, of course, in finding out whether a man has such 
abilities, particularly w hen he is being considered for promotion or is 
being recruited from a different operation. He often has had no 
opportunitv to demonstrate his ability to perform certain tasks essen¬ 
tial in the new position. Also, abilities change and often grow, and it 
is only fair to a man to recognize that what he did tolerably u ell \ e 
years ago he may be able to do creditably now. So, while performance 
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requirements can be very useful ir is often necessary to supplement 
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Industry 

Interest 

Forcefiilness 

Technical knowledge 

Ability to make decisions 


Abilirv" to analyze and evaluate 

* *• 

Social sensitiveness 
Ability to )iidge people 
Ability to cooperate 
Leadership 


The differences in these two lists are fairly typical of what one may 
expect if two people independently outline the qualities they believe 
a man should have to fill a uiven position satisfactoril\\ Clearly, this is 
still an area where judgment plays an important part. This being so, 
(1) one should anticipate some difference of opinion, and (2) it is 
wise to have several informed people consolidate their opinions and 
develop a pooled judgment as to the qualities needed in a particular 
situation. 


Actually, close examination of the two preceding lists of qualities 
wiU reveal several similarities. Careful definition of terms will bring 
the lists even closer together, and Barnard would undoubtedly be will- 
ing to admit that some of the items in the Cleeton and Mason list were 
significant, though of lesser importance than the five he lists. In other 
words, if these men were faced with the task of preparing a list of 
qualities for use in selecting a particular executive, they could no 
doubt come to very substantial agreement. E-xperience indicates that 
the executives within a company, if they take time to explore what 
they have in mind and define their terms, can agree upon a list of 
qualities for a position, although they may continue to have some 
differences of opinion as to the emphasis one quality should be given 

as compared with another. 

Such a list is of real practical value in selecting men for promotion 
or transfer. It serves as a guide in making what is inewtably a complex 
judgment. Without it an intuitive decision in which personal likes 
and dislikes play a large part is apt to be used. Even a more rational 
decision may be guided by only one or two factors, unless care is 

taken to build a balanced specification list. 

Distinguish bet'ween innate and acquirable characteristics. One 

further useful step can be taken in preparing a list of qualities an 
executive should have for a given position. It pays to distinguish 
between those qualities that an executive must bring with him to the 
L and those that he can develop after he gets on the job. For our 
purposes the former mey be celled “mnate” and the latter acquired. 

7 It does not matter here whether the innate qualities are mborn or developed durmg 
childhood As long as thev are characteristics that cannot be deye ope \ an 
vidual after he has been selected, they belong m the no-contDromise categor>^ 
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made on a factor that can be developed after the job has been tilled. ’ 
1 he significance of the distinctinn between innate and acquired 
qiialities is brought <iut in the following example. The senior credit 
man of a commercial bank, w hose duties included investieating loan 
applications, in\ estigaring the quality of commercial paper, .acting as 
an intermediarv between the loaning officer and borrowinf^ customer. 


maintaining a current check on the credit status of borrcAving cus¬ 
tomers, and answering inquiries from customers and correspondent 
banks, was considered to need the following qualities: 




Ability to make decisions 

* 

Alertness 
Anah^tical ability 
Initiative 


Accuraev 
rive to ten years’ 
\\t>rk 


experience in statement analysis, investigation, and contact 


Complete knowledge of credit procedures of the bank 
Ability to meet and deal with people 
Oral and written expression. 


In making a selection for rhis job. the bank’s officers considered 
the first five qualities in the noncompromise group, whereas, if neces¬ 
sary, they would compromise on the other qualities. \\ ithout the kind 
of analysis here suggested, there might be a temptation to promote a 
man xvdio had his full quota of experience and knowledge of bank 
procedure and got along well with people, even though he was defi¬ 
cient in abilitx’^ to make decisions or in analv'tical ability. Such an 

9 ^ 

action would live to haunt the bank officers, because the man prob¬ 
ably never would develop the desired mental qualities; whereas had 
they compromised on the experience or diplomacy, the man might 
have been weak during the first few years on the job, but in the course 

of time could have overcome these handicaps. 

The application of the same line of reasoning to quite a different 
kind of job mav be seen in the case of a building engineer who was 
responsible for firing two steam boilers, maintaining the operation of 
several generators and water pumps, and making minor and emer¬ 
gency repairs to tlys equipment. Qualities required for this job 
mcluded: alertness, resourcefulness, mechanical abilin\ physical 
strength to shovel coal and ashes, training in power plant operation, 
two years’ experience in actual operation of power plant, and ability 

s For a fuller discussion of .Mr. Weil's penetrating si^geak»s on exwnJthre 
lee his book. The Art of Practical Thinking, Simon and Schuster, 1940, p^es 1>4-1.1. 
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a fixed retirement age Icnow that certain positions will be vacated 
when tlie present incumbent reaches that age. if not befi»re. |- ven if 
there arc no formal retirement arraniiemcnts, ilie atic of an exccutiv'c 
provides some guide as to when a replacement mav be needed. 

On this basis alone some companies have been aide to anticipate an 
acute executive turnover five to ten vc.irs hence. One concern that 
had expanded rapidlv immediately after World War I and then 
remained stable in size, found that not onK* would its senior cxccurives 


drop out within the next ten years, but also most of its junior execu¬ 
tives and a substantial proportion of its department heads. This posed 
a serious problem of hou' younger men could be moved up through 
the ranks of department manager and be adetjuarelv' prepared to step 
into the senior positions vdien the vacancies occurred. 

\"acancics in executive positions arising from other causes can some¬ 
times be predicted. Expansion of a new plant or a sales territory may 
be planned well in advance, and the need for additional executives can 
be recognized in this carlv planning stage. Occasionally the perform¬ 
ance of some present executive is so unsatisfactory that plans must be 
made to transfer him to other work and this, again, will indicate the 
need of a replacement. 

Vacancies created bv retirement, expansion, or transfer normally 
will be filled bv promotion. Then, the present positions of the men to 
be promoted will have to be filled, and, if these vacancies in turn are 
filled by still other promotions, there will be a third set of vacancies, 
and so on down the line. Thus, a vacancy near the top may create the 
need for replacing a whole series of executives.® 

There are definite advantages to preparing tentative plans for filling 
these vacancies. The gaps in the experience and training of the men 
selected can be filled in, and there is time for further observation to 
confirm the tentative selection. .Moreover, as noted, it is p>ossible to 
anticipate and plan for the filling of vacancies created by a succession 

of promotions. 


® If careful re'^'iew of men within the company does not disclose sitrsfactorv candi¬ 
dates for the anticipated vacancies, a search for good men outside the firm should be 
started. Promotion from within helps morale, simplifies transitions, and involves less 
risk in making the selection. It can lead to trouble, however, if unqualified rren arc 
promoted. Not onlv will the specific positions they take be inadequately filled, but 
other executives mav relax in their efforts to prepare themselves for future promotion. 
The recommendations in Chapter 20 indicate how a company can help prepare a man 
for promotion, but this desire to help should in no \yay mean a willingness to promote 
unqualified men. Once a man is appointed to a position there are a variety of pressures 
not to remove him. so it is especially important that the right choice be made, even 

if tills means bringing in a man from outside the company. 
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health. Then, there w ill he some other executives wln) voluntarily 

« 

resign to accept other business positions, to live in different locations, 
or for a variety of other person.al reasons. 

It is highly desirable to have in the enterprise a man qualified if> step 
into an unexpected vacancy in any key post. These runners-up need 
not necessarily be an immediate assistant to the executive for w^hom 
they are considered a potential replacement. They iTia\', for example, 
be managing a smaller though similar department, or be holding a 
staff position in the head(]uarters office. Moreover, the same man 
might be considered runner-up for tw’o positions, neither of which 
was expected to be vacated in the near future. On the f)ther hand, if 
the company is expanding and executive transfers are frequent, it may 
be advantageous to prepare a table show'ing l)oth a first and a second 
replacement for each key executiye position, as is done by the Esso 
Standard Oil Company. 

The preparation of such a list of possible replacements serves several 
purposes in addition to that of a handy reference in the event an 
unexpected vacancy occurs. It provides a partial inventory of execu¬ 
tive talent wnthin the company, and the ease or difficulty of finding 
men to put on such a list will point to weak spots in the whole execu¬ 
tive development program. Also, an examination of the adequacy of 
the preparation of runners-up for their respective posts will show the 
need for certain types of experience or other forms of individual 

development. 

Any attempt to list runners-up for each of the key j^sitions in a 
company is almost sure to raise the question of whether it is practical 
to try to have fully competent and trained men backing up each 
position. If executive turnover in the company is low and the present 
incumbent is relatively young, it may be hard to find a post where a 
fully qualified runner-up can have stimulating work that keeps him on 
hi« rofx; and also enables him to earn enough money to be glad to stay 


with the company. . , . 

Large concerns that have a number of positions calling for similar 

talent are more likely to be able to find suitable wfirk for runners-up; 
in fact, in the alternative job the man may advance clear beyond the 
position for w hich he was once listed as a runner-up. A program for 
developing runners-up is not always practical, however, especially in 
small conipanies. Sometimes it is decided to run the risk of an unex¬ 
pected loss and hope that a satisfactory replacement can be found 
outside the company in case one is needed. Occasionally compames 


execute T 


333 


pcisirions in other^fimri/ ^^"^1 

the companv ‘’P™'"g* ‘'° "«' develop wVhin 

suggested list is still desirable It brin™"the' 'd 

seniot executives can then weiuh the risks of l!f * 

'virh no runner-up. Alrhnnfrfi ^ ^ ^ 'caving cert.iin positions 

list V ill undoubtedlv poinr^ro people may be employed, the 

may decide to meet inrernallv AVh^erl”^^ h nianagement 

the nurabet of individulls i™,. -■ -here 

of the senior officers is not .o ; '. the heads 

stc|) in identifeina the needs , preparation is a useful 

Coruett. Thiels still aTh / ‘^'‘^“""-Personnel developtnent. 
in.tr the need for execurix e dl eS ” 

enterprise enough vounn men wbl "''thin each 

the ranks of junior executives five to' “ecutive ability to fill 

executives of the next generarion. ' “"'"t 

E'>r manYt^ v 


ror ni3nv^ \^6irx n'K i 

nble busmens-ttaming i II ""^i'- 

tot'h the simplest 'I'"'''C 


rook the simplest Jobs would be Ws whe 

executives. Now, with the diversion number of potential 

contpetent young men inmtllTZd 111"' 

eonege graduates to inerte 

The number of such comets fm.n T ‘ executives, 

consideration. If thev arc too few in “'“tees, deserves careful 

develop, the latter will be filled inadeoulel'"'" T that 

ate introduced from the outside wb^^ I Pft^nns 

talent is both costly and undesiraWe Thlrill^n ” '“^P"'nnal 
-re rapid adx'ancenlnt e^wlte -ek 

•nture needs for Lw exetmtivl ln adlri^' 

™de tor some comets that don’t develooasT ^lowance should be 

for any of a varietx- of reasons ^ “ '"’P"'' ^ot resignations 


334 


EXECUTIVE PERSONNEL NEEDED 

merit to executive positions five years later. Other companies which 
take greater pains with their selection and with providing openings as 
rapidly as the men develop have been able to reduce this turnover 
significantly. A practice found in a few companies, and more com¬ 
monly in a single branch or department within a companv, is acores- 

* * J * * • T 1 ^ ^ ^ 

sive action to find positions outside the department for comers, junior 
executives, or even senior executives who cannot be used effectively 
within the unit. Through this graduation process the intake of comers 
can be stepped up; it provides a continuing supply of potential execu¬ 
tives and a lot of new ideas, but it is likely to be expensive unless the 

organization can be geared to make full use of its transient members 
and their fresh ideas. 


Summary 

Organization analysis, accompanied by specifications for men 
needed to fill the positions in the planned organization, provides a total 
picture of the quality of the executives needed. An examination of the 
adequacy of promotion plans, runners-up and comers, together with 
the individual executive appraisal described in the next chapter will 
indicate the number, type and time of additional talent needed. In this 
way, a sound basis for an executive development program will be 
provided. While particular forms and written documents may be 
helpful, the general method of analysis reflected in the steps outlined 
is much more important, and can be adapted to a wide range of 
enterprises. 

References will be found at the end of Chapter 20. 
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a position to observe closely the executive and his work. All of us, 
however, have likes and dislikes that often unconsciously influence 

our judgment. We may value a particular trait or action so highly that 
we overlook some significant weakness. 

Consequently, it is desirable that the opinion of the supervisor be 
substantiated by that of others who have also had the opportunity to 
observe the man. The executive second above the one being rated,' the 
manager of another department, or a senior staff man who has had 
frequent contact with him may be asked to join the immediate super¬ 
visor in the appraisal. Generally, it is desirable to secure their inde¬ 
pendent opinions first and then have a conference to iron out any 
differences; but this particular procedure is not nearly so important 
as the basic idea of obtaining group, rather than individual, judgment. 

It is important that this group judgment be used when the really 
controlling decisions are made. For instance, if an executive is allowed 
to pick personally his immediate assistant and this assistant is the only 
one who receives the necessary training to take over the executive’s 
position, it will probably be too late to use group judgment when the 
executive vacates the position. There will be only one adequately 
trained man available, and to select someone else for the post will be 
both embarrassing and expensive. Group judgment was needed at the 
time the runner-up was originally selected, and could also have been 
used later to make sure that the original selection was working out as 
anticipated. 

As already noted, replacement tables and runner-up lists help to 
bring decisions such as this out into the open at a date when construe- 
dveLion ^ still possible. It is then thaf gtoup judgment should be 
insisted upon. Decisions regarding executive personnel are too vital 
to the success of an enterprise to be left entirely to a single individual. 


Periodic Appraisals 

Essential aspects of good executive appraisal include: 

1. Judging performance against standards for the present position 

2. Evaluating, preferably by ranking, qualities needed for promotion 

3. Repeating such appraisals at regular intervals. 

Although discussion of detailed procedures in connection with these 
points is unwarranted here, the nature and advantages of each should 

be noted. 
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It is desirable that the oZ-f ^ programs. 

as objective as possible, since thk^s'imofifi"'*‘'h* P“'“nn be 

the results are readily accepted by Z ev“ " process and 

important, however, is the TOmDrcZnsi “nutive himself. Even more 

cycutive. In this connection the 001^ ''T the 

^own m 37 e ° "anagement objectives 

will have to be filled in, but the ouHin.. "‘^''tds for each position 

' rZufeZ o' » «eZ t^r " “ *e 

characteristics for judging Z"cmrentZ'k°^“'™"'’® 1t"dities 01 

’ ?”aTT “apt® 2 . 16. and 17 ^ 

nel AW Element /« P 

? PamDhJet 4 ^<^nas.efnent ^ 

»f tina ptop^. “■putt 4, 1941, gives a good summainfoh’.^^® Wn- 
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r 



G eiieral Objectives of AlavctgCDiciH * 


I. PLANNING 

Formulate well-considered objectives and plans—covering all operations, 
activities, and expenditures for each year, or longer, ahead—as a basis for 
authorization, a guide to achievement, and a measure of performance. 

II. ORGANIZATION 

Develop and maintain a sound and clear-cut plan of organization through 
which the executives can most easily and effectively direct and control 
activities. 

III. EXECUTIVE PERSONNEL 

Develop and administer a constructive personnel development program 
that will gradually ensure that all positions in the organization are filled 
by individuals fully qualified to meet the requirements of their respective 
positions. 

IV. OUTPUT 

Accomplish all duties and responsibilities fully, effectively, and harmoni¬ 
ously. 

V. COSTS 

Keep all costs and manpower at an economic minimum, consistent with 
essential purposes. 

VI. BETTERMENT 

/ 

Plan, stimulate, and develop improvement in methods, products, facilities, ' 
and other fields as applicable, keeping abreast of the best thought and 
practice throughout the industry; and ensure that outmoded procedures ; 
and uneconomical facilities are abandoned. 

VII, EMPLOYEE RELATIONS 

Make sure that all employees are accorded fair and equitable treatment, 
and that they are inspired to their best efforts. 


Figure 37. General Guide for Appraising E.xccutive Performance. 


roundabout and uncertain path when a direct one is readily available. 
For example, there is little point in discussing a man’s enthusiasm, 
initiative, or dependence upon his mother if in fact he is getting good 
results. To the extent that performance leaves something to be desired, 
then the pertinent question is what can be done to improve it—not 
whether the man’s score on some rating scale is 74 or 68. Likewise. 


• Adapted from a more derailed table prepared by Standard Oil Company of 

California. , r l j\a: i . 

3 Perhaps the corrective action will include psychological diagnosis of the diincultyT 

bur this calls for a more clinical approach than is possible with an over-all rating. 














executi\-e appraisal and selection 3,9 

particularly useful hcrer^nc”),c'R‘=''<=‘^u''''es is not 
there unless his performance is v ^ r T will remain 

in tetms of perforniance‘standardT;^ usXl1’'"'’T “'’P"'*"' 

executive and his supervisor Ivivp ^ 

rive qualities three ot four times^T '’.P «<^cu- 

whereas there is a recurrinir need' fn punch. 

There will, „f course, be fretuent’*"''*"'’® 
compare particular results auains? T ^e year to 

urged here emphasizes overafl nerfn P^Scum. The type of review 

in nature. It seelts to answe a ^e f P"““' 

tive, “how am I doino,” and 2„ u e.vecu- 

tive plan of individual improvemem^* ' ' "^'P *’'*P “ nonsttuc- 

his sort of a review bv^ a ornurv r 

by the supervisor with the execurive somet”"'^ subsequent discassions 
out any special provision. Experience Xr T'' P'^“ 

review is apt to be done haphLardIv ^ however, that such a 

^ ^iear-cut recognition of rh^ j , • unless 

' "," “ ^ '"■gWy intporta^t piect of Xef' 

Evaluating quali.fe fo, pro„„,i„„ 

differffrom^jud^g guide in making promotions 

Wrarsal must be made primarily in "eX"/ ’ ^>'0 

this preJiminarv selection process H P^^sonal qualities, since 

in"na“ ” tP°"''"" “sually 1 '“^.'' 

qualities, and acceptable mini P^niphasis is shifted to 

'here normally are several candidres ? '"usmuch as 

ompany are included. Also with outside the 

oancy. there arises a need to n PU“'bibties for each va 

These differences should be taken’ir ’''‘'''’‘‘'“ul with another' 

Judging a man(c:;X::se~'''" deAc/enWet 

“'ways difficult. For thh re ' P^"'”" be has neveVffi 7 

onions and other informatiorrenarff'^^'K'’'' ~ sevej 

-veral individu's to h ttXrP'“' ^P^ this dXiol "f 

- Cbaracteristics of 

g “ppraised. Although not com- 
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, . . SELECTION 34 j 

prehensive in coveraac rhic i 

on the qualities of an individual^^ ^ throw's considerable light 

A rating form, show’incr deorpi^c r 

Figure 38-may also be helpful SuclfT^'^" ' qualirics-scc 

hicrors that should he considered'suggest a number of 
rather than subiective evaluation.'Danger IT f"'’!""?"* “ olijective 

such lorms. however, because all tim ofte'^ 

prominent place in the appraisal nrmv i *uch a 

aspects are neglected. .\|„s[ f„rms^do nm f'"“"‘‘au'cnral 
ments tor particular jobs; the scales ,Zn , """.',1'"’""" "" 

the various raters; and onlv occasionallv ' meanings for 

to sene as a basis for corrective action \v''i ‘’“'S"cd 

cult.es can be partiallv overcome kit I' P'"'’" '‘’■'ffi- 

regarded as supplemeniarv aid-not' an LsenfTr’^ 

appraisal. • essential feature-in e.vecutivc 

Coo/pare «»,//./.,ter f-v r„»h„a. tt i,,.,. 
appraised at the same time there''arc ma ’'’‘'‘' 'Juals are being 

company to be important. ^ '^“naidcred by the 

an IP'-'-ficienev of the several o . a 

and the candidates then listed from I.TX '^""’Paced. 

percentile or .,„artile brackets. This avkds th'° « least in 

using the u ord good to mean the saZt' T” ''arer 

tbe"me""'d' '' li'* ''L'tsT 

he ame grade; possibly all emplovees of , "™Fvl>odv in 

hut they can t all be in the ton rl ' ' ^ division are e.vcellcnr 

'ffercnce betueen individual whTch ''"''''’''ur, it stresses the 
in making selection for promotion *'gnlficant thing 


P;"ving km, used bv 'tCe' Xa'-T'ril oif 
m as been designed with great care since rT'^ f-’"'®"''' 

nr,c. u- ■ ?"’"al ideas ean be read;,., -a . ''' Promoted 


or retired Th. '‘'■""‘"•’g " hethcr the officer n,.ii , P'a.v 

P^e having sevC pl’n'^l candd '"'‘7 I'"a^er' 


r*an!- " , 1^'^^^iiuai candidarr*; r. . ' V 

Once a number of oudk s the same 

cm he asked L defined, then those nnl-inl 

man 'hey know, eith 


ojn I I uccn uenned rh^n in 

^ /i-'^lv-cd to rank the men they knn appraisal 

or middle groups. ^ the upper, lower 
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7. For each factor observed check the apprf>t>rKite box if' j:;4kate the o&Ver rom- 

pares with all others of the same rank whose pr. lessional abilities art knoxrn tc you 


• • • 


Rating Factors 


VL 6- I Both fn 

i -rtNrrf I l '*% 


A* SEA OR ADVANCE BASE DUTY 

How does this officer compare in: 

1. Standing deck watches underway? 

2. Ability to command? 

3. Performance in present duties? 

4. Reactions during emergencies? 

5. Performance at battle station? 

B. INITIATIVE AND RESPONSIBILITY 

How well does this officer: 

1. Assume responsibility when specific 
instructions are lacking? 

2. Giv’e frank opinions when asked or 
volunteer them when necessary? 

3. Follow through despite obstacles? 


C. UNDERSTANDING AND SKILL 

How well doej this officer: 

1. Grasp instructions given to him? 

2. Use ideas and suggestions of others? 

3. Rate in technical competence in bis 
specialty? 

D. LEADERSHIP 

How well does this officer: 

1. Inspire subordinates to work to the 
maximum of their capacity? 

2. Effectiv’ely delegate responsibility? 

3. Transmit orders, instructions and 
plans? 

4. Organize his work and that of those 
under his command? 

5. Maintain discipline among those 
under his command? 

E. CONDUCT AND WORK HABITS 

How do€^ this officer compare in: 

1. Ability to work with others? 

2. Ability to adapt to changing needs? 

3. MilitaryJ^onduct—bearing, dress, 

etc.? 
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8 Indicate your attitude toward having thL= efScer under your command WWd yw: 
□ Definitely not want him? □ Prefer not to have him? Q Be saus.ned to ha^e h.m. 

0 Be pleased to have him? □ Particularly desire him? 

9. Considering aU officer, of the same rank whose “ 

you personally, would you promote him if □ 90/c □ '0 c U - <’1-1 

to be promoted? 

10 11 and 12 (These questions call for any commeadable or adver^ repons, coss 
on’mental or moral weakness, clear and condse appr- .s d o. omc r. ) __ 



Figure 39. Excerpt from U.S. Navy Officers Fitness Report. 
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Apply mponmuon to specific requirements. The ranking and re¬ 
ports on outstanding characteristics just described provide^apprai 

n ornanon of a general nature. When a man is being sckJdf 

pa ritaf our " - the 

blershou Jh f 7T a ‘"fftnw'ion already assem- 

wdfp“be::^ded'"' Of p-t- 

nultT^h r'tS “dLsr: ^ 

cS.: rr ”h 

and for other desirable qualitiert“he“,^ pfrettst d"’™rd 

and promotion, tentative^.selections carbe rea^" planned development 

and actual trial on related loh. u ^ reappraised at a later date 

has been laid for more intcllige"',^ arranged. In any event, a basis 
possible. intelligent selection than would otherwise be 

wi^undoubtedly ‘bn'ng 'm light” Pn"""" 

These should be brought to riie tt “tlividual develo 'pment. 

and used as guides in a nelll d InJi'idnal concerned 

may be required, however bee “P"’cnt plan. Considerable tact 

mdividuai I IS 1-; „:rf:r; tbenT""^' “"r “ ^ 

decision will be reversed- and a d " “ ‘"’’ance that the 

ayncrasies of other candidates ahoul~m'iL'd 

Regular appraisals 

Executive appraisals should be repeated i 

intervals. The recommendation th!r„Tf ^ suitable 

_ ‘ fPPtaised in terms of actual results bv°ili'^"'^*^ *" present job 
periodic review. In order to take .e ' ? for a 

and to obtain additional opinions s^nc“” '"‘^"''‘^“al development 

promotion is also desirable In anv ^ evaluation" for 

important as executive promotion rh intangible and 

with additional observations is well woXr " K?"'"-’’ comes 

-alue.'lfft kno“"t inc^'their ' • 

bnowm by executives that their behllrtd 
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ance is being constantly observed and appropriate entries are being 
made periodically in the record, a continuing spur is provided. Also 
important for morale is regular and systematic discussion with the 
executive of how he is getting along and what he can do to improve 
himself. An annual (or more frequent) check-up reaffirms manage¬ 
ment’s interest in a constructive executive personnel program. 

Conchision regarding periodic appraisals. Planned reviews have 
a vital part to play in any executive personnel program. They often 
are concerned with an evaluation of both a man’s performance of his 
present duties and his potentialities for other jobs. Ratings, rankings, 
and a number of other devices have been sugcrested as aids in this 

OD 

process. 

As a rninmmm there should be an annual appraisal consisting of 
(1) a discussion between the executive and his supervisor of the 
strong and weak points of the executive’s performance during the past 
year, and a consideration of what should be done to overcome de¬ 
ficiencies and to prepare for more responsible positions to which the 
executive can reasonably aspire; and (2) the writing of memoranda 
to be placed in the personnel files by the man’s supervisor, and perhaps 
by someone else familiar with his work, giving the type of informa¬ 
tion indicated by the following key questions: 

1. What is the most outstanding thing the executive has done in the past 
year? 

2. List, in order, his three strongest abilities or characteristics. 

3. List, in order, his three greatest weaknesses or deficiencies. 

4. What should be done to correct these weaknesses. 

5. Does he want a transfer or promotion, to what position? Do you think 

lie has potentialities for promotion, to what position? 

6. Is he doing anything to qualify for such a promotion-or to improve his 

present performance? 

This simple procedure, which is applicable to even the smallest 
enterprises, will encourage among all executives an analytical and 
constructive view toward personnel development, and over a period 
of time will build a record regarding executives far superior to the 
opinions that can be assembled when there is need to fill an actual 

vacancy. . 

In larger companies, rating and ranking forms, formal analysis of 

job requirements, evaluation committees, and similar procedures may 

be useful. They should be adapted to the needs of the particular 

company, however, and should not overshadow the basic thinking 

they are intended to aid. 
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Trial on a Series of Jobs 

motion for pro- 

the position are first decided upon and then needed to fill 

appraise the extent to which an individ I attempt is made to 

both of these steps there is a verv h f Possesses these qualities. In 
-d even .he heft techni ^I 

desirable, therefore, to suonlemenr i ^ measures. Ir is 
practical to do so. Actual ,rZ on a seri« oTfr'^'’ » 

means for checking tentative selections bas:^ on a;;:!!:"" 

Job rotation 

by the experience of a 
have to be replaced in about five vears^ 't '^o“ld 

grneering would probably L the be E"- 

position. While the man appeared .rh? n T'’''" “? '^e top 

b";::': been in the de™ ^'jb-. 


most of his e.xperience had been in the de ‘desirable qualities, 

business, and the directors of the rbe 

cost, and whether he woufd giv! balanced rr“" ” economical 


-v-uicL ne would mve balanrii^rr«... economical 

Consequently, it was arranged to put h^^T "" ^"P^™nents. 

for two years. After he had nm ^ri i ^f Production 

general manager of a subsidiary cim ^ was made 

Srr ^'7 to sTlesId of 

again his Derfnrmr,r.,>^ .... . ^ ^ sales and customer . tt 


uctiVifies from productTsseriy toTS"’’"'’ ^VpaT:; 

IL wernfrto"''':::^ P'»ned, 


a" "P the company wtrablTr' '"'t' plannTd, 

both he and j:_. ™appy m either of 


Drnvpn u • that they had th^ * l ‘‘Ppomtmen 

P ven to be inept and unhannv / Had the mar 

Question ac t-rx u: _ S^ueering departmeni- x,eL__. . 


successful back in the engTZltj be would bTmos^ 

’ XriaT “ “ ™"’P«efce. “ "P^^'ment where there was no 

ing'’cand'iT“' “b^amdUg 
"'hich the candidatt"can\“'” ''°“bfcome'’poririo 

" b“:LttoVru.;'^ 

run appointment. 
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This raises the question of what will be done with men currently in 
the positions and who will fill them after the men being tested are 
again transferred. Fortunately, this trial on a series of jobs can also 
be closely linked with the training of the executive, and, if job 
rotation and horizontal promotions are customarily used for training 
purposes, it will be much easier to find suitable posts in which a man’s 
performance under fire can be watched. 


Special assignments 

A much more limited form of trial on the job can be obtained 
through temporary assignments. The candidate may be asked to fill 
a position during the vacation of the regular incumbent, but this 
has restricted value for selection purposes; the department or division 
will probably continue to operate on momentum, and the candidate 
will not be expected to introduce major changes while he is serving 

in a pinch-hitting capacity. 

Special assignments, such as planning the introduction of a new 
product, negotiating the lease of a warehouse, or membership on an 
important trade-association committee, place the candidate in different 
working conditions and often throw some light on his strength and 
weakness. Sometimes it is practical to give a candidate greater freedorn 
of action in his regular job and then observe how he handles himself 
and the results achieved when the initiative and authority are his. 
These more limited assignments may be used as an aid in making any 
selection, and they are particularly valuable when it is not practical 
to transfer the candidate to a series of positions where he can assume 

full responsibility for a considerable period of time. , . , • 

To secure the full benefit of trial on a series of jobs, this device 

should be combined with periodic appraisal and group judgment, n 
other words, the performance of a candidate in these different situa¬ 
tions should be observed by several individuals, who then join together 
in a reappraisal of the potentialities and development needs of the 
narticular individual. There still remains a wide area of personal 
fudgment, because the circumstances existing « 'he «me the man 
is working in a particular position make a marked difference on the 
case or difficulty of success, and it is still true that we are trying to 

forecast how the man. will behave in a new P”*""'" 

behavior in the past. Nevertheless, this very complexity of the sclec 

tion process, along with its vital significance, makes the more s> 
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selecrion ind pllcemenr f '"’? “ ‘" “ "'">’* 

amount of wwk hi, bcm "r“; Unfortunately, only a limited 
for higher 0^00 .Ve t, , r " 

psychology such a, me! some other fields in 

for e.ecutiv’e selection iranrcha'rmd tl '“""S 

things'TTntelrCSe T 
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f)thcrs. In ;ictu:il practice, aside from a physical check-up w hich is 
used for negative rather than positive selection, such test^ are not 

d, the c lach simply sends men our on the field and 
watches them closelv to see how each one pla\’s. Nove, if nicn for 
the football squad had to be selected the first day the freshmen 
arrived on the campus, a variety of tests might he extremely useful, 
since they would reveal much more than a brief interview. Fortunately 
for the coach he doesn’t have to make the decision until there has been 
considerable opportunity for trial-on-the-job. 

Executive selection, like that of a football team, can usually be 
based on observation of the candidates in actual performance. In those 
situations, such as recruitment of potential executives from colleges, 
where a considerable number of men are being considered and there 
is little opportunity to observe them at work before the selection is 
made, properly designed and administered psychological tests can be 
of help.^ In a vast majority of cases, however, it is not necessarv'^ to 
resort to this indirect method. A reasonably complete record of the 
man’s performance and of the periodic appraisals of those who work 
closely with him will provide a more reliable guide in making execu¬ 
tive selection and placement. Psychological tests, at least in the present 
state of the art, have serious limitations and are more e.xpcnsive. 


Su.M.M.ARY 

The selection of executives normally takes place in successive 
stages. Younger men or “comers” are first identified as potential ma¬ 
terial. Then from this group one or more candidates for specific posi¬ 
tions are chosen. Finally, when a vacancy does occur, some one 
individual is moved into it. The better the job selection at the earlier 
stages, the easier it is to find satisfactory^ people later. The comers and 
candidates for expected vacancies are, of course, being observed all the 
time; and, since a large part of the e.xecutive force will be regarded as 
candidates for still higher positions, selection should be a continuous 

process throughout the executive pyramid. 

There are a number of basic procedures that, if conscientiously fol¬ 
lowed, will be of considerable help in making these selections. Group 
judgment should be made on all critical decisions. Executn e selec- 

* See M. .M. Mandel. “Research Findings in rhe Field ot Supen isor. and Executive 
Selection,” Fersormel, November. lO.'O, pages 21.'-216, for a sumo.arx' of the n-pes of 
tests that appear to have the most practical value. 
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Developing Executin e Pi rsonnei 


The two phases of an executive personnel program already discussed 
clear the way for well-directed attention to development of individual 
executives. The analysis of need ftir executive talent will indicate the 
positions that are to be filled bv promotion, and the appraisal of in¬ 
dividual executives, which is a necessary step in selection, will also 
show the type of development each man requires in order to be ade¬ 
quately prepared for his next position. 

Some of the qualities needed must, of course, be regarded as innate, 
but there is another large group of desired characteristics that can be 
developed under favorable circumstances. It is to the creation of the 
needed reservoir of executive talent, as well as to the improvement of 
the performance of men in their present jobs, that development activi¬ 
ties should be directed. 

The most useful methods of executive development are: 

1. Learning on the job, 

2. Rotation among jobs. 

3. L^se of committees, conferences and courses, 

4. Assistance in individual development. 

Learning on the job 

Learning on the job always has been, and will continue to be, the 
chief means of developing executives in an enterprise. This is because 
the experience of doing a thing is real, complete, and becomes im¬ 
bedded in the emotional, mental, and unconscious reactions. 

Some experiences, however, are more valuable than others, and the 
.speed at which learning takes place on the job varies significantly. 
Consequently, if primary reliance is to be placed on learning on the 
job, it is important that it be done elTectively. The hard-boiled realist 
who insists that one learns best by doing is actually practical only 
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supervisor from the activity. Instead, he 
should assume the role of a coach who observes closely what is s^oing 
on and makes suggestions of hov'^ performance may be improved. For 
this coaching to be most effective, there should be developed what 
Al. L. A'lace calls a climate of confidence.” ^ The man should feel 
free to ask for help and admit difficulties without a fear of being 
severely censored. The supervisor, just as are the truly great athletic 

coaches, should be a readily available source of friendly, constructive 
criticism. 

The periodic appraisals of individual performance, already de¬ 
scribed, provide an occasion for an over-all review of performance, but 
the counselling on specific actions should be much more frequent and 
directly related to current problems. Also, the coach should take time 
to explain why he gives the advice he does so that the trainee may 
apply the same ideas to a variety of situations. Coaching such as has 
been suggested can greatly enrich the experience an executive gets 
while performing decentralized tasks. 

Shadowbox the bosses job. The developing executive should also 
learn a lot about his supervisor’s job. This can be done best by having 
the employee figure out what he would do if he were in his chief’s 
shoes. Initially the executive should share with the trainee facts re¬ 
garding the problems he faces, the variety of angles that must be con¬ 
sidered, and the reasons for the decision he makes. Later, the 
subordinate should be asked, “How would you handle this question if 
you were in my position?” “What would you do if you owned the 
business?” The supervisor can then explain why he does or does not 
follow the recommended course. Finally, it may be practical from 
time to time actually to delegate part of the work in the form of 
special assignments. 

As the younger man learns at least to shadowbox the senior position, 
he broadens his perspective and he comes to his chief with reasonable 
recommendations instead of problems or unworkable ideas. While 
this type of training is particularly important for a man who is slated 
to replace his chief, it will contribute to the development of almost 
any executive and is usually well worth the additional burden it places 
upon the supervising executi\'e. 

Sufwnary. Experience on the job is a great teacher, yet it is not 
enough to assign a man to a position for a year or two and hope that 

* The Growth and Development of Executives, Graduate School of Business Admin- 
istration. Harvard University, 1950, Chapter 6. 
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morion. This involved inrnnffiblcs. hur hv rhe end of two years 

I hil was coming up with ideas as often as his chief. 

Phil s next assignment was as assistant merchandise inanacjer in one 
of rhe largest outlets of the company. This required learning rhe qual- 
ir\’^ characteristics, customer preference, cost, and pricing of a large 

. 11 of five years he was still learning, bur he 

was then transferred to be assistant general manager of a medium-sized 

store, where he gained experience in coordination of all the activi¬ 
ties of the store. 

Two years later he was made manager of one of the company’s 
smaller outlets. During his four years here he demonstrated clearly 
that he had been learning in each of the jobs he had held and was com¬ 
petent to give over-all direction to an entire store. At the age of 44 he 

w'as again promoted, this time to be general manager of one of the 
largest stores in the chain. 


Select good tcahihig spots. Some jobs are better training posts than 
others, and job rotation works best when men can be moved in and out 
of the positions that provide good experience. One of the key factors 
in a good training spot is the attitude and the knack of the supervisor. 
Also, positions where a man carries full operating responsibility are 
good training posts, particularly if a varierv’ of activities are involved; 
such positions are likely to be found in operating branches or sub¬ 
sidiary plants. 

If it is not practical to put a young man in a key operating post, 
either because there are few such positions within the company or be¬ 
cause they are already filled by competent individuals, then a position 
as general assistant to the key operating man may be used for training 
purposes. Staff positions often provide excellent training spots, because 
a man has opportunirv' to come in contact with many operating de¬ 
partments; he also gets e.xperience in developing new plans and in 
securing voluntary acceptance of such plans. 

After these good training spots have been located, care should be 
taken that they do not get filled w ith people who, for one reason or 
anot^gr. are not promotable material. 

Co7npensate for lack of experievee. It should be recognized that job 
rotation often involv^es putting a man in a position for v hich he has 
had comparatively little previous experience. In fact, this may be the 
very reason why the man has been transferred to that position. This 
means that there may be an initial loss of efficiency at the time the 
transfer is made. To keep tJ^loss at a minimum, the positions above 
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of executive morale problems. Any time one of a group of coordinate 
executives is selected to become their supervisor, there may be some 
disappointment and occasionally some bitterness. At times it is desired 
to take an outstanding young man clear around his immediate superior, 
and this is even more difficult to accomplish gracefully. Such difficul¬ 
ties as these are substantially eased when horizontal promotion be¬ 
comes common practice. Normally a man who is to be promoted will 
be transferred to a staff division or to some other department. Then, 
if at some later date he comes back to be supervisor over his former 
colleagues, any invidious distinction between the one chosen and those 
left behind is much less apparent. Particularly when job rotation is 
coupled with periodic appraisal and individual counsel as recom¬ 
mended in the preceding chapter, it is possible to have considerable 
flexibility in the use of executives and keep their morale high at the 
same time. 

Committees, conferences, and company courses 

Although chief reliance for executive development must be placed 
on the learning that occurs in a series of jobs, there are occasions when 
committees, conferences, or company courses can be used to supple¬ 
ment these primary measures. A yariety of possibilities will be men¬ 
tioned, but it should be kept in mind that rarely will a company use 

more than one or two of these at any single time; and they always 

* ^ ► • 

serve as a secondary part in any executive development program. 

Coimmttees. Committees often provide an executive an opportunity 
to learn something of the problems and tiic point of view of men 
in other departments. Committee recommendations should reflect 
broader considerations than are likely to come from any one of its 
members; men have to explain and defend their own ideas. All this 
is good training for the growing executive. 

For reasons pointed out in Chapter 1 3, committees are rarely estab¬ 
lished for training purposes alone, but, if there is a sound operating 
reason for establishing a committee, its training possibilities should 
not be overlooked. Members of the committee can be appointed with 
an eye to executive development, as well as to the direct results of 

the committee’s deliberations. 

Conferences. Special conferences on particular subjects, such as 
auiliting, collective bargaining, sales training, cost accounting, and the 
like may be held by larger companies having a number of professional 
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tiiictive executive training.^ Here again we see that executive develop¬ 
ment can be woven into the fabric of company operations. 

Assistance in individual development 

In the earlier discussion of appraisal of an executive’s performance, 
the need for following through with a constructive program for in¬ 
dividual improvement was stressed. This is an essential and crucial 
aspect of executive development. 

Constructive advice. In addition to the training a man can receive 
within the company, his development can often be assisted by out¬ 
side activities. For example, one man whose primary background has 
been engineering may be advised to join in church, school, or other 
community affairs in order to develop leadership experience; another 
man, weak in the use of financial figures, needs an evening accounting 
course; still another executive finds difficulty in e.xpressing himself 
before a group of people, and he needs special work in public speaking; 
perhaps another individual is having difficulty^ with his personal fin¬ 
ance problems, and he needs advice and help in that regard; often the 
suggestion of the right book to read is a real help. 

Advice on the correction or development of certain personal traits, 
if given wisely, may make a marked difference in a man’s effectiveness. 
The use of psychiatrists to overcome certain personal quirks, which 
almost all of us have, is becoming more common among business men. 
Sometimes a plan for improvement of personal health is needed. This 
list can be continued indefinitely, because these are individual develop¬ 
ment needs and vary from person to person. The responsibility for 
their correction must rest largely w ith the individuals themselves, but 

w' 

a man’s supervisor, a senior officer, or personnel counsellor can often 
help with suggestions and with direct assistance in certain areas. 

Use of wiiversities and professional societies. Probably the most 
common form of assistance in individual development is in the support 
of formal educational activities. Some companies w-ill pay the tuition 
for any evening school course related to a man’s w^ork. Others map 
out a specific educational program and then make it possible for him 
to attend the necessary classes. An increasing number of executives 
are attending seminars and university-sponsored conferences. Less 
frequently, companies relieve executives for several weeks and pay 
the expense of executive development programs now being offered by 
several universities. 

2 See C. P. McCormick. Mriltiplv Managemem. Harper & Brothers, 1938. 
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normal and integral part of daily operations. It requires careful plan¬ 
ning, but review of the foretroinor su^crestions will indicate that most 

or the learning and growing can best be associated with actual 
experience. 


Executive Compensation 

The setting of executiv’^e compensation is alway'S a ticklish problem. 
It inevTtably depends largely’’ upon personal judgment, and it is 
charged with a lot of emotional reactions. Although financial remu¬ 
neration is only one of the incentives to v hich executives respond, its 
proper handling is vital to good e.xecutiv'e morale. 

There are many technical points connected with e.xecutive com¬ 
pensation, and personal factors often complicate the picture. How¬ 
ever, these should not be permitted to obscure a basically sound and 
reasonable approach to the salary structure for the entire enterprise. 
In the following paragraphs attention will be focused on these basic 
considerations, assuming;^ that adjustments in the sfeneral salary struc- 
ture will be made to fit individual needs. Building^ a sound salary 
structure will first be considered, and then brief attention will be 
given to bonuses, stock options, and other special arrangements for 
compensation. 


Building a sound salary structure 

The salaries paid to different executives in an enterprise often fall 
into a pattern that looks my’^sterious or at least the result of mere 
historical accident. The spread between the production manager and 
sales manager, for example, is often as hard to explain as the reason 
why in one year Joe DiMaggio got $100,000 from the Yankees while 
his brother received only $27,000 from the Red Sox, and the highest 
paid man on the Dodgers got $35,000. It is not so much that such 
differences in salaries exist but more a matter of whether the differ¬ 
ences rest on some reasonable basis. 

A sound salary structure should provide (1) good internal align¬ 
ment, that is, a reasonable balance and relationship among the salaries 
of the executives wfthin the enterprise; and (2) practical e.xtemaj 
alignment, that is, a relationship of company salaries to those paid by 
other firms that enables the company to attract and retain capable 
executives and at the same time keeps its total salary expense at com- 
petitiv^e levels. Moreover, the design and administration of the struc¬ 
ture must be sufficiently flexible to recognize differences in the con- 
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resorting to an elaborate rating teciinicjue. W hatcx'cr the pniccdiirc 

followed, the judgment cannot be precise because f»f the many intan¬ 
gibles that enter into executive work. 


Relating salary level to rates paid outside. Comparincj cinnpany 
salaries to those paid by other firms again presents s<»inc difficulties 
inherent in administration of executu'c compensation. Differences in 
the size and nature of company activities and in the administrative 

^^l^i u I to measure “average market price” or 
typical salary paid for a given type of work. 

It is usually possible, however, to establish approximate figures for 
some positions at the low'er end of the scale, such as auditors, chief 
accountants, branch managers, and other jobs where considerable 
similarity of duties exists in several companies in the same industry. 
And, at the other end of the scale, there is a sort of similarity benv^een 
the duties of the chief executive of comparable sized firms in rhe same 
industry. Care is necessary in interpreting data for the top company 
executiye, but as a rule some central tendency will be found in the 


statistics on this point.® Possibly, comparable data for other positir^ns 
will be av'^ailable, and if so it should be used; however, if values can be 
established for both ends of the scale, it will be possible to slot in the 
others by interpolation. The available salary information can be 
clearly summarized on a graph by using company evaluations of the 
positions along the horizontal scale, as is done in Figure 40 . 

After the data on outside salaries are assembled, it is then necessary 
for the company to decide whether it wishes to pay more, the same, 
or less than the typical salaries of other firms. This decision will 
depend upon a yariety of factors, such as the profitability of the com¬ 
pany, its financial structure and the attitude of its owners, cost of 
living in the locations and social strata where the executives live, 
supplementary benefits offered, and nonfinancial incentives provided 
by the company. Once this decision is made it will be possible to set 
the approximate salary for the top officer and for several of the lower 
officers, and then draw a salary curve for the company officers. Such 
a salary curve is shown in Figure 40 .^ 


3 See, A. Parton, “Current Practices in Executive Compensation," Harvard Business 
Review^ January, 1951, pages 56-64, 

^ In this connection it should be remembered that salaries normally step up by a 
percentage, rather than by constant amounts. Sometimes the valuation scale provides 
for this percentage increase in pay, in which case the company salary curve should 

theoretically be a straight line. 
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obtained outside for comparable positions. Finally, minimum and 

maximum curves were set, with the maximum 50 per cent above the 

minimum. Once an executive position has been evaluated and placed 

along the bottom scale, the minimum and maximum salary can be 
quickly and easily determined. 



Figure 41. Illustration of Salary Structure of a Alanufacturing Company. 

The chart also shows the present salaries of ten of the company 
executives. It will be noted that, whereas the positions of production 
manager and sales manager were evaluated at the same point, there is 
a $2,500 difference in their salaries; this reflects the fact that the 
present sales manager has just been promoted to that position. The 
wide salary range makes it possible for the outstanding director of 
engineering to receive more than the treasurer, even though his posi¬ 
tion is not considered quite as important. The purchasing assent, who 
is above the maximum for his position, was given that salary before 
systematic study had been made of the total structure; and, while his 
pay will not be reduced, he cannot expect a raise as long as he remains 
in his present position. 

This guide for establishment of salaries provides considerable flexi- 
. In addition to a wide range r^i allow for differences in individ- 
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or private-profit enterprises. The executives are given a positive 
financial spur toward greater effort; there is a generally recognized 
element of fairness in allowing the executives to have a share In the 
improved returns accruing to the enterprise at least in part because 
of their efforts; some flexibility is introduced into e.xecutive payroll 
expense, since incentive compensation is lilcelv to be low when the 
company’s earnings are low; and, recognition for outstanding per¬ 
formance in one year is not permanently incorporated into the pay¬ 
rolls. A firm with a financial incentive plan may reasonably keep its 
base salaries at or below' the general market average, therebv reducino’ 

the net cost of the incentive; in actual practice, however, this is not 
always done. 

The basis upon which the incentive compensation is paid should be 
tied as closely as practicable to the work of the individual executive. 
The sales manager, for example, often receives a bonus on sales 
volume, although this illustrates one of the hazards of an incentive 
plan. An incentive based on one aspect of a job may lead the executive 
to slight other parts; for example, the sales manager may become more 
interested in sales V'olunie than gross margins received or developing 
good will of customers. Companies with reliable output standards and 
budgets may tic incentiv^es to expense ratios, savings under budgets, 
and similar figures. In general, however, it is desirable to use such stan¬ 
dards as only one of the measures and to tic the incentives for exccu- 

m 

rives to f»ver-all performance, even though this may be more difficult 
to measure. 


Executive bonus pnuis. A relatively simple and flexible plan that 
can be adapted tf) many enterprises is an executive bonus fund. Typ¬ 
ically, a fixed percentage of the net profits of the company is set aside 
for the executives. Part of this hind is divided among the executives 
according to percentages or shares established along with the base 
salary. "I he balance of the fund is allotcd to executives by top manage¬ 
ment or a committee of the board of directors for unusual perform¬ 
ance during the past year. I'his gives all executives who participate 
in the fund a fixed interest in the net profits, aiul al.so creates a “kitty” 
from which an executive may get much or little depending upon his 
individual performance. 

Stock jntrchtisc pUms. Another type of financial incentive is an 
arrangement for executives to ac(|uire common stock of the company 
at a favorable price. I laving become stockholders the executives then 
have a continuing interest in the prosperity of the concern. Such 
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est of the executives in pension plans, which have the effect of spread¬ 
ing income over a larger number of years and, consequently, of 
reducing the average tax rate. The Internal Revenue Bureau is, of 
course, suspicious of any plans that look like deliberate attempts to 
e\'ade taxes, and insists that any recognized plan cover a substantial 
number of the employees. The Bureau also watches closely any bonus 

plan that pays money, not directly to the officers but into a pension 
fund. ' ^ 


These are only some of the ways executive compensation may be 
adapted to the tax structure. The issue is quite intricate, and any com- 
pany giving its executives an annual compensation of over $25,000 
each should obtain specialized and technical advice on hou' tax regula¬ 
tions affect its particular situation. 

Conclusion regarding covipensation. This discussion of executive 
compensation should not be interpreted to mean that financial remu¬ 
neration is the only incentive for e.xecutive effort. As will be pointed 
out in the discussion of control, there are a variety of nonfinancial 


incentives that may motivate behavior to a greater extent than financial 
reward. Nevertheless, in modern society' financial remuneration is 
essential. Poorly handled, it can cause poor morale, internal bickering, 
and a failure to attract and retain competent executives. Properly 
handled, it can contribute to a feeling of fair treatment and security 
that nurtuics the constructive effort of the executives, and within 
limits it can serve as a positive incentive to more effective effort. 


Ohoaniza riON FOR Exf.cumve Pkksonnf.l Program 

Key role of supervising executives. Primary responsibility for ex¬ 
ecutive personnel must rest with the line executive supervising the 
man concerned. 1 ime and again in the di.scussion of company needs, 
selection, development, and compensation the vital significance of the 
supervisor, the boss, has been emphasized. Consequently, responsibil¬ 
ity for executive personnel starts with the top operating executive and 
extends throughout the administrative pyramid. Re.sponsibility for 
developing subordinates should lie regarded as one of the inherent 
duties in every executive post. 

S/af! assisimce. This basic respo.isibility should be supplemented 
with a .staff man or agency. A variety of technical quesrions arise in 
connection with selection, appniisal, development, and compensation 
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sonnel, one or two other men ^v'hose fairness, wide knowledge of the 
Company activities, and human understanding make them highly 
respected by all executives in the enterprise. ^ 

Duties of this committee should probably include review of promo¬ 
tion schedules and rotation plans, of final selections to fill vacancies, 
and of proposed salary changes. The authority of the committee must 
be adjusted to the circumstances. For example, the committee approval 
of recommendations received from operating people regarding junior 
executives might be final, ^\d^ereas for senior executives the commit¬ 
tee s views might be considered recommendations to the chief execu¬ 
tive, or perhaps to the board of directors. 

SuMM.4RY: Executive Personnel 

The selection, development, and compensation of key subordinates 
IS an omnipresent and crucial duty of every executive. He will also 
have to spend some time on assembling other resources, but none poses 
as universal a problem as obtaining good executives. 

The first major step in a systematic approach to obtaining executive 
personnel is a careful study' of just what men are needed. Starting with 
plans for a future organization structure, the duties of each position 
should be translated into ‘‘man specifications.” Then a careful com¬ 
parison of these needs with an inventory of men already av^ailable will 
show up requirements for new talent and for dev^elopment all along 
the line. Alost companies will find that they need replacements in 
specific positions promptly, runners-up for each key position, and a 
group of comers who can take over the reins a decade or two hence. 

Appraisal and selection is the second major step. Appraising execu¬ 
tives points to way^'s performance on present jobs may be improv^ed, 
and it also provides a basis for selecting those who are to be promoted. 
This evaluation process will be more reliable if group judgment, pe¬ 
riodic appraisals, and trial on a series of jobs are used. When thinking 
about the present job, emphasis should be on how well a man is meet¬ 
ing performance standards and what help he needs to improve his 
work. Selection for promotion is more intangible, and for this purpose 
a variety of records, comparative rankings, and observation of per¬ 
formance in a series of jobs is needed. 

The dynamic aspect of an executive personnel program comes in 
the third phase, executive development. Men grow in perspective and 
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DIRECTION 


to meet immediate situations that take place in the executive-sub¬ 
ordinate relationship. 

These various parts of supervision are, of course, closely inter¬ 
related, and a discussion of anv one part, such as direction, inevitalily 
touches upon some of the other phases. For example, training and 
direction are almost inseparable, and the manner of directing is closely 
associated with problems of control and motiv^ation. Since control and 
motivation are considered in the final chapters of this book and the 
training of executives has already been discussed, attention in this 
chapter will be focused on the following points: 

1. Characteristics of a good instruction 

2. Always follow through or countermand an instruction 

3. Standard practice and indoctrination 

4. Explaining why 

5. Consultative direction 

Characteristics of a good instruction 

There are a few characteristics that every instruction should have. 
As a minimum, an instruction should be reasonable, complete, and 
clear; often it should also be in writing. Unfortunately, meeting these 
standards is not quite so simple as it sounds. 

CovipUance should be reasonable. Asking a man to do something 
he considers unreasonable has a bad effect on morale. The reaction of 
the man upon receiving such instruction is likely to be “Who’s he 
think I am anyway? Superman?” Moreover, the unreasonable request 
undermines control, inasmuch as it is not practical to hold the subor¬ 
dinate responsible for its fulfillment. In thinking about whether an 
instruction is reasonable an executive should consider whether the 
man who will receive it has the necessary experience and ability to 
perform it satisfactorily. Also, he should consider whether materials, 
equipment, external conditions, company rules, and other aspects of a 
total operating situation will permit the man to comply if he uses a 
reasonable amount of effort and ability. 

90 

The instruction should be complete. Aferely to say to the controller, 
“Set up a cost accounting sv'stem for the branch offices” is certainly 
vague. Not even the purposes of the system and the use to which it 
will be put are indicated. A complete order should leave no question 
in the mind of the man receiving it as to what is to be done; the quality 
and quantity of performance that will be considered satisfactory 
should be understood. If it is not desired to give the man free rein as 
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particularly the time of key men who must at least participate in the 
preparation. Also, expressing standing plans in writing adds an ele¬ 
ment of inflexibility. Even minor changes retpiire the sometimes pain¬ 
ful process of formal revision, and there is a tendency either to con¬ 
tinue to use instructions when they have been outmoded, or to dis¬ 
regard them, both or which are undesirable. And finally, the quantity 
of written material an individual will actually read and use approaches 
a limit. If an executive writes only occasional two- or three-paragraph 
memoranda, they will probably carry considerable weight, whereas 
if two or three pages of detailed instructions come to the subordinates 
twice a week these are likely to receive only a scanning and be filed 
away in a bulging file of instructions for emergency use only. 

These pros and cons on the desirability of putting instructions in 
writing suggests that this may be desirable when (1) several individ¬ 
uals are subject to or directly affected by the instructions, (2) execu¬ 
tion of the instruction will extend over a considerate period of time, 
(3) the instructions are so complex and detailed that it is hard for an 
individual to carry them all in his mind, or (4) the matter is of such 
importance that special steps to avoid the possibility of misunderstand¬ 
ing are needed. There is enough chance that one or some combination 
of these conditions will be present so that any executive giving direc¬ 
tions should ask himself the question, “Should this instruction be in 
writing.^” A practical procedure in many situations is to put the main 
features of the instruction in writing, but to cover the background 
and the interpretation orally. 

Always follow up an instruction 

Another well-recognized principle of direction is that once orders 
are issued they should be folloM^ed up to see that they are executed, 
or the instructions should be countermanded. 

Effect of indifferent follou'-trp. If an executive gives directions and 
then permits subordinates to decide if and when they will carry them 
out, the entire administration becomes lax. Time schedules lose their 
significance, additional inspections are necessar^’^ to discover what has 
and has not taken place, and the success of a subordinate depends in 
no small part upon his ability to guess when to take the boss seriously. 

Disregard for instructions and even laws can become a common 
practice. For example, a surprising laxness of enforcement is reflected 
in the following notice that was posted one winter by a New York 

bus company. 
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tions when their fulfillment is no longer necessary. This sounds sim¬ 
ple, but for some executives it is embarrassing and apparently involves 
some loss of face; so there is a temptation to fet the instructions remain 
in force, without insisting on their execution. Actually, the respect 
for the executive who is cautious about the orders he permits to remain 
extant, and then maintains a firm surveillance to see that they are car¬ 
ried out, is usually much greater than the respect for an executive who 

never admits making mistakes even though the facts in the situation 
indicate the contrary. 


Standard practice and indoctrination 

Standard practice sbf/plifies histrnction. The purchasing agent of a 
textile mill interrupted a conference with a salesman long enough to 
ring for his secretary, and when she appeared at the door he held up 
two fingers. In a few minutes the secretary reappeared with two 
glasses of ice-cold Coca Cola. Except for a thank you at the end, not 
a word was spoken, and yet an instruction had been given and 
promptly carried out. The explanation lies, of course, in the standard 
practices that had previously been set up. The meaning of the sign, 
the place to get the Coca Cola, an envelope containing petty cash to 
pay for it, and the way it was to be served all had become an estab¬ 
lished pattern. The instruction necessary to initiate action had been 
reduced to a minimum. 

The use of standing operating procedures and of customary ways 
of doing things is a very important part of direction. It is possible, for 
example, for a naval commander to issue a terse order that may move 
an entire navy across an ocean, primarily because volumes of standing 
operating procedure have been issued and practiced many months and 
even years before. Standard practice greatly simplifies the instructions 
that arc necessary to tefl&c accountant to prepare a monthly balance 
sheet, the branch manager to add rvi^'o new salesmen, the credit man¬ 
ager to investigate the financial standing of a potential customer, and 
in like manner for a large number of operations in any enterprise. 

Without these customary ways of doing things, the executive issu¬ 
ing the instruction would have to at least specify in considerably more 
detail the quality of performance he desires and, except in highly de¬ 
centralized operations, he would also have to deal with how the work 

was to be done. 

Reliance upon standard practice does not modify the characteristics 
of a good order. It is still necessary that the order be complete, in the 
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company felt they should make the best of the situation and work 
closely with the union. Accordingly, procedures for the handling of 
grievances and other matters were prepared. 

In spite of announced policy of cooperation with the union and the 
various procedures implementing that policy, there was continuing 
friction between the union and many foremen and superintendents. 
The company found that no amount of formal instruction could cover 
the many relationships with the union, and that many of the “old 
guard” supervisors, who continued to have a belligerent attitude to¬ 
ward the union, rarely missed an opportunity “to put the union boys 
in their place.” Only as the company has been successful in changing 
this attitude and in indoctrinating the e.xecutives with a belief that 
union-company relationships should be conducted on a harmonious 
basis has this friction been removed. 

The way department stores treat customers provides quite a differ¬ 
ent illustration of the significance of indoctrination. Almost all of 
them give lip service to the slogan “The customer is always right,” but 
in actual practice this may mean (1) if the customer can prove the 
store made an error, the sales person should gracefully make an ad¬ 
justment; (2) if it is not clear just what happened, the customer should 
be given the benefit of the doubt; or (3) even though there is good 
reason to believe the customer is taking unfair advantage of some store 
service such as the exchange of merchandise, the service should be 
rendered rather than antagonize the customer. It is possible to indicate 
to some extent in the instructions given salespeople the store view of 
this matter, but here again the interpretation of the instructions, and 
the spirit in which they are executed, depends upon the beliefs and at¬ 
titudes of the salespeople themselves. They must be indoctrinated with 
the traditions of the store if they are to carry out the instructions as 

desired. 

Indoctrination, then, is more general and usually more pervasive 
than standard-practice instruction. Often it is not clearly defined, and 
an employee has to absorb the feel, or the philosophy, with which 
activities are conducted. Indefinite though these attitudes may be, they 
do make a marked difference in the way instructions are understood 
and carried out. The wise executive will deliberately try to create a 
set of attitudes among his suhordinates that will lead them to perform¬ 
ance of activities in the manner he desires. Indoctrination is a signifi¬ 
cant supplement to formal instruction, and it is even more important 
when authority has been decentralized to a high degree. 
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Care must be taken that the explanation does not result in confusion 
of the instructions actually issued. One employee was heard to remark 
after he emerged from a lengthy session with his chief who had gone 
to great pains in explaining the total over-all problem they w'cre work¬ 
ing on, it sounds awfully important, but I’m not sure just what he 
vi'ants me to do. There was no need of all that talk if he only wants 
a little information from two suppliers.” 

The desirability of explaining why an order is issued will depend 
primarily upon: (1) the extent to which the subordinate must exer¬ 
cise his own initiative and judgment in carrying out the instruction; 

(2) the capacity of the subordinate to comprehend the total situation; 

(3) the importance of training the subordinate; (4) the time available 
for discussion when the order is issued; (5) the likelihood that the 
instruction will be unpopular with the subordinate; and (6) the extent 

to which the subordinate already understands the reasons as a result 
of his previous training. 

Consultative direction 

The principle involved. Consultative direction carries the idea of 
explaining why an instruction is issued one major step further. Before 
an order is issued, the people responsible for executing it are consulted 
about its workability and better ways of accomplishing the same 
results. 

If several subordinates are affected by a single instruction, they 
will typically meet together with the executive to discuss the most 
practical course to follow; if only one subordinate is involved, then 
there need be a meeting only between that man and the executive. To 
be effective the executive must not so dominate the situation that his 
request for suggestions is merely perfunctory. Instead, he must share 
with those being consulted information regarding the total situation, 
and suggestions advanced should receive objective consideration even 
though they differ from what the executive had in mind at the begin- 
ning of the discussion. 

The manager of a sales branch who uses consultativ’e direction will 
not merely call his salesmen together and tell them of a new product 
that is to be added to the company line, explain what they are to do in 
helping to promote it, and perhaps close by giving the salesmen an 
opportunity to ask qeustions. Rather, he will tell the men all he knox^’s 
about the new product and the advertising and other sales promotion 
that w as to be undertaken by the headquarters office, and then ask for 
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not the cantankerous notion of an individual. Such depersonalizing of 
instructions can be secured to some extent without consultative direc¬ 
tion, but it is particularly- effective when the people themselves par¬ 
ticipate in the preparation of the instruction. 

Benefits of consultative direction. The participation provided by 
consultative direction leads to greater cooperation, and enthusiasm for 
one’s work. Studies of human behavior show over and over again that 
active participation in the preparation of plans and a feeling of having 
contributed to those plans significantly increases the energy that is 

put into their execution; a man will work a lot harder for an idea if he 
has some feeling of authorship. 

Consultative direction hnproves the plans that are finally adopted; 
at a minimum, the plans are likely to be more workable because those 
who have to put them in effect have had a chance to point out practi¬ 
cal difficulties and suggest alterations. ^Jot infrecjuently a creative or 

basic suggestion will be made that will make a program much more 
efficient or effective. 

More harmonious personal relationships between an executive and 
his subordinates usually result. Bossing is minimized and the execu¬ 
tive becomes more a coordinator of ideas. 

Personal developmejit is encouraged. Subordinates have an oppor¬ 
tunity to think beyond their immediate job, to test out new ideas, to 
secure a sense of creative workmanship. This type of supervision, of 
course, fits in neatly with the technii^ues of executive development 
discussed in the preceding chapter. 

Finally, the subordinates will have a full understanding of why a 
plan is adopted and they will appreciate how the various steps are 
expected to fit together to accomplish a given purpose. This greatly 
simplifies the task of issuing and interpreting instructions. 

Dangers connected 'with consultative direction. If consultative di¬ 
rection is to be used as an administrative tool, the executive should 
recognize that some risks are involved. Fortunately, these dangers can 
be avoided or minimized, provided the executive operates with care. 

There is the ever-present possibility that the instructions issued 
under consultative direction will not be complete and clear. All too 
often some extended discussion of an operating problem breaks up 
when one member of the group has to meet another engagement, and 
there is no clear-cut agreement as to the action to be taken. In other 
instances the discussion may lead the executive to see a number of steps 
that need to be taken, but these arc never stared in a succinct fashion 
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a consistently democratic society and as a means of developing bal¬ 
anced personalities. Consideration of these points goes beyond the 
scope of this book. Here we take a more pragmatic view, and are 
interested in consultative direction because, when used properly, it 
can be a potent and practical tool of administration. 

Summary 

Direction is that vital step betw^een preparation and actual opera- 
tion; It IS the issuing of instructions and otherwise indicating to sub¬ 
ordinates what should be done. 

Every instruction should possess three basic features: (1) compli¬ 
ance should be reasonable; (2) the instruction should be complete as 
to what is to be done, and when; and (3) it should be clear to the 
person receiving it. Moreover, at least the main points of an instruction 
should be written when several individuals are involved, execution 
extends over a long period of time, the subject matter is complex and 
detailed, or action of major importance is involved. Once an instruc¬ 
tion is issued, care should be taken to see that it is carried out, or it 
should be countermanded. 

The process of direction can be greatly simplified by establishing 
standard practices, for then an instruction need cover only new parts 
of the plan, such as when or how much. Indoctrination also contrib¬ 
utes to clear understanding of instructions, and is especially significant 
if authority has been decentralized. Consequently, direction should 
start with the development of desirable work habits and attitudes. 

Explaining why an instruction is being issued is generally desirable. 
This leads to better understanding and contributes to morale. Con¬ 
sultative direction goes even further and lets the subordinate partici¬ 
pate in the planning and formulation of the instruction itself. Such 
consultation usually improves cooperation, aids in planning, minimizes 
bossing, and helps in executive development. However, if consultative 
direction is used, care must be taken that it does not result in fuzzy 
directions or insubordination. Neither explanations of “why” nor 
consultative direction should be carried to the extreme; they involve 

r 

time and expense, and on minor matters or when subordinates lack 
interest this more elaborate direction is unwarranted. 

Direction moves on into control as the supervisor checks on actual 
performance, gives praise or criticism, and motivates subordinates. 
These aspects of supervision are discussed in Part V. 


DIRECTION 


389 


Selected References 

Maintain a 

Carev, R R ^^ZnhZJ'^ ^947. 

March, 1943, pages 286 - 295 . Management,” Personnel, 

pages 26-30.’ Orders, Advanced Management, March, 1949. 

Chapter 2. ^ ^ raiker Follett, Harper & Brothers, 1942, 

I948,’p{g«'’i43![54^^^^’^^°” ^ Management,” Personnel, Sept., 

Book Co., 1950, Chapter 5 ^ Control, 7th ed., McGraw-Hill 


Ch.apttr 22 


COORDINATION 

of coordhtsttort. In administratif>n, coordination dcalj. 

V ith svnchnjnizing and unifying rhc actions of a group of people. A 

cwIrdinared operation is one in which the activities of the employees 

arc hamionious, dovetailed, and integrated toward a common ob¬ 
jective. 

Achieving coordination is one of the pritnary gftals '■»f every ad- 
ministramr. It should not be regarded .is a separate and distinct activ'- 
it\. however, because it is a part of all phases of adminisTration. 
Planning, organization, executive development, direction, and con¬ 
trol all should contribute to coordination. To be sure, the efforts of 
sonic members of an enterprise may be devoted primariJv’ to securing 
coordination, but it is fantastic to think that rhc total task of securing 
harmonious actitm can be delegated to a single department. Co-Ordina¬ 
tion is a condition that should jaermeatc the administration, rather 
than one or two devices that may help to bring it ab-out, 

Prei'jUrng need for coordinjtion. The need for unified aerkin is ap¬ 
parent in all nyies of enterprise. The sales department of a c-impanv 
should not seek additional orders from customers if the credit depart¬ 
ment is going to refuse to grant the expected credit terms; the c«ber 
hand, the credit department should not be so cautious that a new but 
potentially large customer is automaticaJly refused credit becai&c 
of the absence of a payment record extending over several years. The 
production manager who receives delivery and a bill for a new* ma¬ 
chine and then has to wait three w ecks for one or two additional parts 
before the machine can be installed has a justiiiat4e complaint against 
the coordinarion of the e-^uipment manufacturer. 

The need for coordination is not new— 

As long ago as cfae ISth cenruiy, Janxs Wart'S {M-odoctioa men were seoding 
memos to his designers: *'\V'e beg that you pay more partidtlar arxeotiao to the 
manner of the tlaiwes oo the cassmgs. \^’e have oad reawMI to cxnrmiaa 

of this part hitherto, and w e have been obliged to -diisel ooi the itryas to the 
proper cone. This expense may well be saved bv' some isxesmoa paid by yoa." 

c ■ ’ 

sm m 
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There are likely to be more informal contacts between the people 
whose work is closely related, and a single executive is charged with 
seeing that the activities are dovetailed. 

Functional specialization, which is so characteristic of modern en¬ 
terprise, leads to an organization that is divided into a whole series of 
units, each of which is concentrating on only one phase of the total 
operation. Then, for any goods to be produced or services rendered, 
it is necessary to draw together contributions from each of these spe¬ 
cialized units. This creates a major problem of coordination. As the 
enterprise grows, each unit becomes larger and more bureaucratic. A 
time comes when some of the benefits of specialization must be sacri¬ 
ficed and closely related operations placed under a single chief in 
order to coordinate them more easily. Along with this creation of 
product or territorial divisions often goes the decentralization of au¬ 
thority, so that the man on the spot can make what adjustments are 
necessary to secure unified action. 

These adjustments in organization often result in somewhat smaller 
product or territorial units. In other instances it may be a combination 
of two or more functional divisions. The important point here is that 
when an executive faces lack of coordination he should at least con¬ 
sider some rearrangement of departments so that the activities that 
have been out of step are organizationally closer together. Luther 
Gulick has remarked, “Whenever an organization needs continual 
resort to special coordinating devices in the discharge of its regular 
work, this is proof that the organization is bad.” ® 

Clear-cut organization and procedures 

The lack of a clear understanding of exactly who does what often 
leads to poor coordination. One company had to delay the introduc¬ 
tion of a new product for a month because neither the advertising 
division nor the product development division had taken the legal steps 
necessary to establish and protect the trade name. Each assumed the 
other was taking care of the matter, and the slip-up was discovered so 
late that magazine advertising had to be postponed for a month and 
other sales promotion delayed. This, of course, resulted in consider¬ 
able expense and confusion. Another company found that discrep¬ 
ancies in its year-end inventory value were due primarily to a 


* “Notes on the Theory of Organization,” Papers on the Science of Administration^ 
L. Gulick and L. Urwick, cds., Institute of Public Administration, 1937, page 26. 
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misunderstanding as to who » as to enter return goods into the in- 

venrorv account. ® 
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In still another finu. rush orders had a habit of sitting around the 
.h.pp.ng room for hours because the regular delivery nfan knew he 
wa^ not supposed to take the orders, and no one person was chafed 
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in achieving coordination, consistency among the plans and timing of 
the activity. 

There is need to check plans for consistency, particularly of plans 
developed by different individuals or divisions. For instance, one 
company found that its personnel director was planning to hire sev¬ 
eral college graduates with the idea that they would be moved quickly 
from one position to another so that they could step into junior ex¬ 
ecutive posts within three to five years. Several of the operating execu¬ 
tives in whose departments these young men would have to work 
planned no such rapid promotion; they doubted that anybody could 
be prepared for a junior executive position with less than ten years 
of experience. Clearly, the planning for executive development in this 
company was not synchronized. 

A similar type of difficulty in quite another field is illustrated by the 
United States’ avowed policy of stimulating international trade and 
stabilizing currency values through a balanced flow of foreign ex¬ 
change, and at the same time continuing to maintain high protective 
tariffs designed to reduce the flow of goods into the United States. 

The president of a soap company found that his executives at the 
main plant were making shifts in equipment that would permit an 
expansion in capacity to take care of the rising demand, whereas a 
number of other executives were assuming that a branch plant would 
be constructed within two or three years that would take such a load 
off the main plant that its total volume would probably be lower than 
at present. 

To secure consistency among plans it is necessary first to check one 
against the other to see whether they all add up to a unified program. 
When discrepancies are discovered it is not always easy to correct 
them, because there may be good reasons for moving in each of the 
proposed directions. Sometimes the difficulty is corrected by choos¬ 
ing one or the other of the alternatives, but at other times some new 
course of action or compromise is necessary in order to achieve proper 
balance along with coordination. 

Proper timing 

Coordinated activities must be not only consistent with each other, 
but also performed at the proper time. For example, in one of the 
classic illustrations of coordination, an assembly line in an automobile 
plant, timing is one of the cardinal features. The numerous parts, many 
of which are carried on overhead conveyors, must arrive at the as- 
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3. Working away from some fixed point such as an annual con¬ 
vention, desired date of public announcement, or date of beginning 
the first step, establish a starting and finishing time for each of the 
steps listed in 1. Provide some allowances for unexpected delay, the 
amount of which will depend primarily upon the reliability of the 
time forecast made in 2. Then check to be sure the people and facili¬ 
ties needed to perform the activity will be available at the scheduled 
time. 

Planning of this sort can contribute substantially to the proper tim¬ 
ing of activities, which is essential to good coordination. 


Well-Designed Methods of Communication 

Good communication aids in coordinating activities. For instance, 
* * * — 

It IS important to know promptly whether operations are proceeding 
in accordance with plan so that adjustments can be made when nec¬ 
essary. Moreover, there are a wide variety of activities, particularly 
those of a detailed nature, that it is impractical to plan far in advance, 
and coordination of these is achieved only as the people directing and 
performing them have current information regarding related work. 

Communication of information on operating conditions and antici¬ 
pated changes is also vital in preparing programs for the future. So, 
often when something goes wrong we hear the comments, “Why 
didn’t somebody tell me?” “How was I to know?” Communication 
systems should provide, as a normal matter of business, for the flow 
of the bulk of this information needed for coordination. 

Much of the detailed information needed for coordination can be 
provided by 'working papers that follow an established path from one 
department to another. When Mr. Smith buys a necktie at a depart¬ 
ment store and asks that it be sent to his home and the cost charged to 
his account, for example, coordinated action of several departments 
is needed. Out of the thousands of packages sent to the delivery de¬ 
partment, the right one must be selected and left at the correct address. 
Also, it is necessary that someone locate Mr. Smith’s account among 
the thousands of charge customers and make an ^try for the exact 
amount of the transaction. Other accounting entries are needed too, 
for computing sales compensation, inventory on hand, and gross 
profit of the haberdashery section. Actually, all of this is done in a 
routine manner because the sales person makes out a slip with several 
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where the dovetailing takes place. Part of this transfer can come 
through informal contacts, as will be pointed out in the later para¬ 
graphs; but the big bulk of it should come through formal means of 
communication. Hence, the executive who is seeking to improve co¬ 
ordination should make sure that there is a free and prompt flow of 
pertinent operating data throughout the enterprise. Care should be 
taken in designing the various forms and reports used, since an over¬ 
elaborate system will not only add to expense, but may defeat the 

very purpose of providing the right data to the right man at the right 
time. 

Aids to Voluntary Coordination 

In any enterprise, most of the coordination should take place 
through voluntary cooperation of the members. The billing clerk 
and the delivery man, the employment officer and the chief account¬ 
ant, the advertising-copy writer and the purchasing agent, and nu¬ 
merous other combinations of employees must adapt their work to 
secure unified action. These are not cases where one man has author¬ 
ity over the other, and it would create an impossible organizational 
arrangement if this were attempted. Instead, it is expected that when 
the work of two individuals is related each will tell the other enough 
about his needs and operating difficulties so that they can agree upon 
a coordinated course of action. 

Of course, they may not always agree, and it will then be necessary 
to carry the problem on up the administrative hierarchy until a satis¬ 
factory solution is developed by the senior executiv'es, or is finally 
resolved by the single executive who directs the actions of both 
groups. But these should be exceptional cases, for if the precise nature 
of all relationships had to be specified by a superior executive, it 
would create an intolerable burden. Consequently, the wise executive 
will do what he can to promote voluntary coordination. 

Voluntary coordination will be made easier by clear-cut organiza¬ 
tion, harmonized plans, and well-designed systems of formal commu¬ 
nication, which have already been discussed. It may be encouraged 
in several other ways that are important enough to deserve careful 
consideration by an administrator seeking unified action. 

Instill dominant objectives 

A dominant objective that is accepted by people whose activities 
need to be coordinated has a potent influence on voluntary coopera- 
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by fostering the development of widely accepted customs of work 
and terminology. Each company has a certain lingo of its own, a 
typical formality or informality among employees, customs such as 
the use of written memoranda, and many other folk ways. Xo a large 
extent these just grow, although they may be encouraged or discour¬ 
aged by executive action. Xhe executive should be aware that these 
customs affect the ease with which people work with one another. 
Xogether with social compatibility they determine whether a given 

individual fits readily within a group. If he does, coordination takes 
place more easily. 

Encourage informal contacts 

Informal contacts are essential in supplementing formal communi¬ 
cations. Xhere are many explanations, questions and ideas that are too 
intangible or tentative to be included in formal reports and written 

documents, and yet are important to a complete understanding of a 
situation. 

When talking informally over a cup of coffee, it is possible for one 
executive to point out ways that inefficiencies in the other man’s de¬ 
partment are causing him difficulty, without registering a formal 
complaint that appears in the record; one man can tell another how 
annoyed the chief executive was when delivery to an important cus¬ 
tomer was delayed; possible changes in organization or procedures 
can be discussed without upsetting morale; background data on labor 
negotiations or an important sales contract can be exchanged. This 
information that is communicated through informal contacts provides 
an essential background and understanding needed in voluntary co¬ 
ordination. 

In any enterprise the executives and other employees will naturally 
form social groups, or what the sociologists call informal organization. 
It is largely through these relationships that the communication just 
described takes place; they are the stems and the branches of the pro¬ 
verbial “grapevine.” An acquaintanceship with these informal groups 
is valuable to the executive who seeks coordination, because they in¬ 
dicate where voluntary adjustments will be easy and where they may 
be difficult. Moreover, through week-end conferences, company din¬ 
ing rooms, joint projects, and similar means it is possible to promote 
friendly relations among the men whose work should be coordinated. 
Such attention to informal relationships, then, should be regarded as 
one of the important aids to voluntary coordination. 
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merits. These men do not have authorin’- to make binding commit¬ 
ments; their primary’^ function is to provide an casy'^ exchange of 
information and to suggest voluntary" means of coordination. 

The use of liaison men is not a complete substitute for direct per¬ 
sonal contact. Nevertheless, where these men have the knowledge 
and capacity to really understand operating problems in all of the 
units they work with (and if they don’t it is better not to have them 
at all), they can provide some of the personal explanation and inter¬ 
pretation that is so conducive to voluntary coordination. 

Use committees 

Committees provide an opportunity for direct personal contact and 
informal exchange of ideas and vdews. Often they are created for the 
explicit purpose of bringing together the men whose activities need to 
be coordinated and providing the setting in which voluntary coor¬ 
dination can take place readily. Even when the committee has other 
duties, the personal relationships established facilitate cooperation at 
other times. 

Committees are not without their limitations, and are better adapted 
to some situations than to others. For a discussion of these points and 
suggestions for improving committee effectiveness, see Chapter 13. 

Coordination Through Supervision 

Simplified organization, harmonized programs and policies, well- 
designed methods of communication, and aids to voluntary coordina¬ 
tion will go a long way toward securing unity" of action. There will 
always remain, howey^er, a residual group of coordination problems 
that must be handled by supervising executives. The more effective 
are these other dey'^ices, the less will remain for the supervisor, but he 
can never completely reliey’e himself of the task of watching the prog¬ 
ress of the various activities under his direction to be sure they are 
proceeding harmoniously. He yvill need to prod here, restrain there, 
provide supplementary help in another quarter, levise schedules to 
meet emergencies, arbitrate sincere differences of opinion among his 
subordinates, all to maintain a balance and unity’ in the total results. 

When the work load assigned to a super\ ising executive is so heavy 
that he is unable to perform these coordinating duties effectively, he 
may rely upon one or more staff assistants. These men acting on behalf 
of their chief follow operations closely, encourage voluntary coor- 
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Generally, coordination will be achieved only through a well- 
balanced combination of several of these approaches. 
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Chapter 23 

ESSENTIAL STEPS IN CONTROL 



AD.x.iNisrR,»T.o.v has been described as a continuing cede of planning 
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ave a ready been taken. The administrator has ^iven his iastructions 
and IS now concerned m ith seeing that they are well executed. 

Jiven w’hen control is used in this more specific sense, the line be- 
tM^een it and other phases of administration is not sharp. For example, 
t e evelopment of goals is an essential part of planning, yet many of 
t lese same goals may be used as standards in the process of control. 

so, corrective action often includes a refinement or revision of plans. 
Tike all the other phases of administraticjn, control is closely inter¬ 
woven into a complicated matrix. For practical analysis it must be 
treated separately, and yet in doing so there is always the risk that 
someone will forget it is really only a part of the total process. 

Steps in control process. The administrator is interested in control 
of a large diversity of things. He w^ants to be sure that individual and 
departmental output is of satisfactory quality and volume and is com¬ 
pleted when needed. He w'ants to keep all sorts of costs in line; pay¬ 
roll, materials, supplies, financial, services, and a wade range of intan¬ 
gible costs not directly reflected in the financial records. He wants to 
be sure that resources—people, buildings and equipment, inventories, 
accounts receivable, et cetera—are carefully acquired, properly pro¬ 
tected, and eflFectively used. If he is responsible for several separate 
activities, the areas needing control are, of course, multiplied. 

It is impractical to discuss here specific controls for such a diversity 
of things. The basic steps in any control situation, however, can be set 
forth, and suggestions made that wall be useful in handling a great 
many individual problems. Here again it is the basic or general process 
of administration w'ith w'hich w'e are primarily concerned. 

There are three essential steps in any control process: 


1. Setting standards at strategic points, 

2. Checking and reporting on performance, 

3. Taking corrective action. 


Setting Standards at Strategic Points 

The setting of standards for use in controlling operations is theoret¬ 
ically a simple task. In planning it is necessary to have objectives and 
goals; these are the results it is hoped to achieve. There will be an 
entire hierarchy of such goals in any enterprise, as pointed out in 
Chapter 2. The general objectives of the company are broken dowoi 
into objectives for individual departments and sections. From these 
we develop goals for quality, cost, and output, and supporting these 
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Similarly, there is little to be gained by asking a department store 
buyer to help control advertising expense if decisions regarding 
amount of space and its use for different products are made by the 
merchandise manager. Recognition of such partial decentralization 
has led some department stores to allocate to the various commodity- 
sections only those expenses that are authorized by^ the section 
manager. These are known as his controllable expenses, and the differ¬ 
ence between sales and controllable e.xpenses for the section is called 

contribution to overhead and profit. Standards are then set for the 
monthly and annual contributions of the section and for the principal 
items of controllable ’ e.xpenses, whereas the standards and the re¬ 
sponsibility for overhead expenses are related to the store executives 
who make the store-wide decisions concerning them. 

The practical and inevitable limitations on the authority that can 
be granted to an individual in an enterprise (see Chapter 10) should, 
of course, be recognized in appraising performance. 

There will be some objectiv'es, particularly those of an intangible 
nature, such as employee morale or customer good-will, that are hard 
to pin down to individual executives. Perhaps the most that is feasible 
will be to see that certain measures are taken that contribute toward 
these objectives. The fact that in certain situations ty'ing control 
standards to individual responsibility may' be difficult in no way' 
reduces its significance as a principle for effectiv'e control. Instead, we 
may have to admit that in these situations there are practical limits to 
which we should try to carry control. 

Concentrate on strategic control points 

Need for control points. In a department or enterprise of some size 
the total number of objectives and standards involved in the w’ork of 
all the individuals is very large. B. E. Goetz points out: 

Quality control involves an almost unbelievable number of standards. Con¬ 
sider dimensions alone. A power shovel or an adding machine contains appro.\i- 
mately’ a thousand parts. Every hole in each part has depth, diameter, angle of 
axis with respect to each of rw'o surfaces, and has distance of center from each 
of two edges. If the hole is tapped, further dimensional standards fix size, shap>e, 
and pitch of threads. Every' flat surface requires three dimensions to locate a 
single point, nv'o angles to give the position of the surface, and various dimen¬ 
sions to prescribe its perimeter. Curved surfaces are more involved. Finally, all 
dimensional standards are double: an upper and a lower limit within which the 
dimensions must fall or the part be rejected. All these dimensions are usually 
given on drawings but must be further implemented with fixtures, took, gauges, 
and directions with respect to machine settir^. To these dimensions must be 
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(really an assembly operation). The finlslicd chassis is rested after all 
the jtarts arc pur on and the wiring is completed. If it works it Ls 
placed in a cabinet and shipped to the cust<»mcr; if it doesn't, it is sent 

to a special department where the vari«jus parts and circuits arc tested 
and the difficultx' corrected. 

Automobiles are also tested at the end of the asscmblv line to make 

m 

sure that the engine, brakes, lights, and other featu cs w<»rk properly. 
Yet, few ot us would want to buv a car if this was the only inspectif»n 
point, because defects might exist that would cause troulde fmly after 
several thousand miles of driving. Partly for the reason that defects 
7 /iay be coi’ered up, there are frequent inspections in the manufacture 
of airplanes, bombsights, and other delicate instruments. 

Another consideration in establishing inspection points is the pos¬ 
sibility of catching defects early before e.xpcnses are incurred on a 
product that will have to be scrapped later. Thus, if it costs ten dollars 
of direct labor to fabricate a part, and during the ctmrsc of a week a 
raw-material inspector could catch faultv material for, say, fifteen 
parts that would later have to be discarded, his work each week would 
save $150 in direct labor. Even if it cost $100 a week to maintain the 
inspector, there would still be a net gain of $50. Of course, any change 
in salvage value or possibiJitv of reworking the material would modify 
the gain attributable to the earlv’ inspection. 

In elaborate manufacturing operations the setting of inspection 
points becomes a very trickj’^ question. Machine operators and fore¬ 
men will catch many errors themselves. Inspection at some points is 
simple and quick, while at others it may seriously interfere with pro¬ 
duction operations. Sampling may be adequate at one stage, whereas 
100 per cent inspection is needed at another. There are all manner of 
testintj machines and automatic controls, from crude scales to electric 
eyes. This poses a nice question of what combination of inspection 
and other controls at various points will provide the desired qualin^* at 

a minimum cost. 

Control through approval of payroll changes, (^ire a different 
example of the use of control points is found in the practice of some 
executives’ insistence upon personal approval of all payroll additions 
or changes. It is not uncommon in units of several hundred people that 
all changes in pay rate, if not the actual pay checks themselves, rntist 

carry the written signature of the chief executive. 

Probably one of the most extensive uses of this device was made bv 
Mr. Harold L. Ickes when he was Secretarx' of the Interior and admin- 
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A somewhat unusual practice that illustrates the use of critical con¬ 
trol points is that of the president of a small and hicrhly profitable 
company, who regularly opens and distributes the morning mail. He 
started this custom years ago when he and his partner wxre the c^inlv 
employees of the company, and he has continued it even after the 
company’s sales cover the entire country. He comes to the office half 
an hour before the normal (>pcning time and goes through all incom- 
ing correspondence, often reading those letters that are not of purely 
routine nature. \Vhen he goes on a vacation or on an extended busi¬ 
ness trip, he insists that some one of the other executives take over this 

explanntion for performing what in many companies is 
considered to be one of the most elementary duties is that it enables 
him to keep in close touch with what is happening in all departments. 
Customer complaints, questions by suppliers on the payment of bills, 
important proposals that he has not yet heard of, and many other 
points are likely to become evident in this correspondence. Actually, 
he peruses the content of only a sample of the total incoming corre¬ 
spondence, but he happens to like this way of keeping in touch with 
what is going on. 

These examples serye to illustrate the nature of strategic control 
points. The particular points mentioned in the examples have no out¬ 
standing merit; in fact, they will be desirable in only a few types of 
situations. The idea of picking strategic points at which to exercise 
control, however, is highly important to effective administration. 

Guides for selecting strategic control points. The literature on 
applied management abounds with descriptions of control schemes 
that have been found effective in certain situations. The fundamental 
steps in control are almost always the same, and a large part of the 
difference in these schemes is in the particular strategic points found 
useful and in the nature of the reports prepared. Unfortunately, there 
appears to be no simple rule for identifying good control points. The 
most that can be said is that those that have proved of real value often 
exhibit one or more of the following characteristics. Strategic control 
points should be (1) timely, (2) economical, ( 3 ) comprehensive, and 
(4) balanced. 

Control points should be timely in that they help spot signifi¬ 
cant deviations when control needs to be exercised. The example of 
an early quality inspection before additional processing costs are 
incurred represents a whole class of control points. Department stores 
often set up “open to buy” limits designed to regulate buyers’ activi- 
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may seriously interfere with delivery service; hence it is desirable to 
establish credit limits before the order Ls received; and these limits 
once established may guide the extending of credit for a whole succes¬ 
sion of orders over a period of a year or^more. So, a second considera¬ 
tion in picking strategic control points is the direct and indirect 
expense involved. 

Especially for executives in higher-level positions, at least some of 
the control points should provide coviprehensive coverage. Control 
points that summarize or consolidate several operations are useful {or 
this purpose. Over-all expense figures are of this nature, and these may 
be e.xpressed as a ratio to volume. Such ratios need not be only in 
dollar terms; often man-hours per ton of output, or pounds of cotton 
per dozen sheets will pro\ ide the really’ significant operating data, un¬ 
adulterated by price changes. If there is some general norm applicable 
to various operations, results may be expressed in relation to this; for 
e.xample, modern salary administration often provides a range of salary 
for each job and it is fairly easy to show how all salaries in a division 
or department compare with this range or its midpoint. 

Some of the comprehensive controls deliberately attempt to check 
activities at a bottleneck through which everything must pass. Air. 
Ickes’ control of payroll changes was of this nature. In a small business 
it is not uncommon for one or two executives to sign all checks, and 
in larger businesses sometimes the department head approves all ex¬ 
pense vouchers. 


For large enterprises, however, top executiv’es must rely primarily 
on summarized data. For example, the typ^ comprehensive financial 
figures watched closely by the executive committee of duPont Cor¬ 
poration for each of its operating subsidiaries is indicated in Figure 42 . 
Such comprehensiv’e control points tend to cover up significant 
operating detail and there may be some delay in assembling the 
information, but for general control of decentralized operations these 
limitations usually are not too serious. In any event, the possibility of 
establishing some sort of comprehensive controls should be explored 
when picking strategic control points. 

Control points should be selected to promote balanced perform¬ 
ance. Anyone who has dealt with piece rates knows that a strong 
incentive on volume of output is likely to have an adverse effect on 
quality of production and care of equipment. The same tendency is 
found in many areas. If close controls are established over expenses, 
attention to the quality of the service or product is likely to be 
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Snuniiary, The first step in administrative control is setting stand¬ 
ards at strategic points. 1 hese standards coinc directly from the objec¬ 
tives, deadlines, specifications and other goals established as an integral 
part of the planning process. For practical purposes, h(n\ cver, k is 
usually necessary to (1) make sure that the standards arc stated in 
terms of individual responsibilit)^ so that the administrator will know 
who to praise or blame for deviation of actual results from the srand- 
ard; (2) pick out strategic points in the whole flow of operations that 
will enable the administrator to keep track of what's going on without 
taking time to check on all phases of all activities. 

Considerable judgment is necessary to figure out the best control 
points in a particular operation. Important considerations in picking 
these strategic points are (1) catching important deviations in time 
to take constructive action, (2) practicability and economy in making 
observations, ( 3 ) providing at least some comprehensive controls that 
consolidate and summarize large blocks of detailed activities, and 
( 4 ) securing a balance in the control so that some aspects of the work, 
such as building long-run good will or developing executives, will not 
be slighted because of close controls on other phases. Setting standards 
at the right points is the foundation of simple and effectiv'^e control. 


Checking and Reporting on Performance 

The second basic step in the process of control is to compare actual 
performance with the standards and goals already established. There 
are (Questions here of vv'hen the checking should take place, by whom 

it should be done, and how it should be reported so as to facilitate 
correctiv’e action. 

Use required coniinnation sparingly 

Most executives keep the control over certain matters in their own 
hands; that is, they insist on checking personally before the work is 
permitted to proceed. For example, before credit is granted to a cus¬ 
tomer the treasurer may insist on examining the credit file to make 
sure that the various credit standards are being observed. In many 
companies price changes can be made only with the approv’^al of the 
top executiv'e. Even more common is insistence that e.xpenditures 
above the budget, transfers and promotion of personnel receiving a 
salary above, say, $ 5,000 per year, or exceptions to establish methods 
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This appraisal can be simplified by concentrating on unexpected 

or unusual results. As long as operations take place according to plans 

an operating conditions are ;is forecast, there is no need for correc- 

nve action. It is the exceptions-for example, low output, high expense, 

arge sales orders, delayed raw materials, jump in labor turnover and 
the like that call for special attention. 

Consequently, the busy executive often asks for reports on only the 
exceptional matters. He then assumes activities are proceeding*nor¬ 
mally (as planned) unless a report to the contrary is received. 

Such a reporting scheme will work well only if plans are clear to 
both the executive and his subordinates, and if there is a definite under¬ 
standing as to responsibility for reporting exceptions. Rarely is it wise 
to place complete reliance on this arrangement; some comprehensive 
data or personal observation should be used to keep tab on results. 

But there may be a large array of standing plans and detailed activities 
to which this “exception” reporting applies. 

Reporting of e.xceptions is, of course, an integral part of “limited 
decentralization” described in Chapter 12. Underlimited decentraliza¬ 
tion subordinates must refer e.xceptional operating problems to their 
senior for decision. Reporting e.xceptions has broader application, 
however. Often subordinates are authorized to take action, but then 
they are expected to keep the superxfising executive informed. Or, a 
staff man \\ ho is checking up on an assigned area for a senior executive 


may report only exceptional conditions. Even when a full report must 
be submitted regularly, the interpretative comments usually should 
concentrate on exceptions. W e have here an important way of sim¬ 
plifying the entire reporting process. 


Observe personally for thorough understanding 

Us6 of dil 6ct contacts. Personal observation should always play a 
part in checking on results. .Military men have long recognized the 
value of havung commanding officers either located close to the scene 
of action or at least making frequent visits so that they can “see for 
themselves.” One very able president of a manufacturing company 
insists on spending two weeks every year travelling with salesmen and 
calling on customers himself. Even though this causes inconvenience 
in the head office, the president believes he can get information regard¬ 
ing the acceptability of the company products, effectiveness of 
advertising, salesmen's reactions to training schemes, and other facts 
not adequately revealed in written reports. 
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Design reports for action 

* The promptness of reports can add significantly to the 

effectiveness of control. This is clear when some undesirable practice 
IS going on. For instance, if the spoilage rate is high or if one section 
in the office is working overtime because of a failure to transfer 

workers from other sections, the sooner this is discovered and cor- 
rected the greater will be the saving. 

Prompt reports also help in diagnosing the difficulty. A report 
showing high delivery expenses for the month of January that is not 
received until the last week in February has lost some of its usefulness. 
When the executive tries to find out the cause of the high expense and 
talks to the delivery foreman, the chances are that the foreman will 
cast about in his own mind for possible excuses such as snowstorms and 
breakdowns. Whereupon the executive tries to remember what hap¬ 
pened and may be able to reply that the snowstorm hit on Saturday 
and was cleared up by the first of the week, and that the breakdown 
occurred in December. This give and take is likely to continue for a 
time until the executive f^lly says, “Well, keep your eye on it, John, 

and see if we can’t do better in the future.” 

In contrast, when the report is received two days after the comple¬ 
tion of the period, the foreman probably really does remember what 
caused the difficulty and he and his supervisor can discuss constructive 
plans for avoiding it in the future. The longer the lag between the 
time at which events take place and the time at wffiich the report is 

made and corrective action initiated, the more difficult it is to get at 
the real source of the trouble. 


With promptness of reports often comes some inaccuracy. The 
people preparing the reports may not have time to reconcile figures 
from two different sources, to make special adjustments, to go back 
and look for possible errors. Generally this type of error is not large 
enough to cover up the salient features, and for control purposes 
preliminary figures quickly supplied are the most useful. The revised 
figures can be prepared later as they are needed for accounting pur¬ 
poses or detailed analysis. 

The executive wffio wants the prompt reports should recognize that 
they are necessarily preliminary in nature and not heap unreasonable 
criticism on the head of the report clerk who w'ould probably prefer 
to take two w^eeks longer and make a report that needs no revision. 
Happily, modern communication devices and office machinery are 
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p<ired from the point of view of the man who is to receive it, and if 
explanations or qualifications are included at all they should not be 
permitted to interfere with the principal message conveyed. 

^^^^^stical or financial information can often be presented force¬ 
fully in graphic form. Some companies use large wall charts; a few 
have large chartrooms where executives may find the latest informa¬ 
tion portrayed on a whole series of charts. Such special facilities are 
not necessary for the use of graphic presentation, however; an ordi¬ 
nary hectograph or ruler and a few colored pencils is all the equip¬ 
ment that is needed to give a clear visual presentation. A series of 
perhaps a dozen charts showing current performance as against past 

trends at strategic control points will become one of the most valued 
tools of almost any executive. 

Explanatory material and supporting statistical data usually should 
be brief and clearly related to any charts that are used. When only 
qualitative data are being presented, it is usually wise to present a sum¬ 
mary of high lights before the detail is given. This is but another way 
of helping the executive who received the report to grasp quickly 
the important facts. Then, if he wishes, he can proceed to examine the 
supporting information, and perhaps ask for even more detail; but he 
is relieved of the burden of sifting through a large mass of informa¬ 
tion to discover the crucial features of past performance. 

Siwmtary. Most executives will find it w'ise to use a combination of 
methods for checking on performance. At a few very important 
points they will require their own confirmation, or at least that of an 
independent expert, before action proceeds. For most of the activity, 
however, they will rely upon a series of prompt and well-designed 
reports that will enable them to see quickly a summary of recent op¬ 
erations and the exceptions that call for their further attention. To 
really understand what lies back of these reports and to appraise the 
more intangible aspects of operations, the executive will make occa¬ 
sional visits to the scene of action and personally observe and confer 
with many individuals regarding current methods and results. These 
methods of checking performance against standards at strategic con¬ 
trol points enable the executive to keep his fingers on the pulse of 
operations. 

Corrective Action 

The first two basic steps of control—setting standards at strategic 
points and checking actual performance against these standards—are 
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AH too often failure to meet sriindsrils esn be triced to inidctiu.itc 
direction. Hence the executive needs to review again with his subor¬ 
dinates just what IS Wanted and how thev shfiuld go about acconipltsh- 
ing it. There should be no second time for ‘Oh, 1 didn't understand. ’ 

The difficulty may run deeper than a misunderstanding of instruc¬ 
tions. Perhaps the man w’hose performance needs to be improved lacks 
the necessary training and e.xperience for his assignment. The corrcc- 
tiv'c action should then consist of providintj this training as rapidly as 
possible, perhaps giving the man temporary assistance in the interim. 
Generally, if the man can learn to handle the assignment w ithin a 
reasonable period of time, he should be left on that job. It was man¬ 
agement s mistake in assigning him the work for w^hich he w'^as not 
yet prepared and in the interests of good morale the man should be 
given an opportunity to show' w’hat he can do when properly trained. 

Nevertheless, there w'ill be occasions when experience shows that a 
man lacks some of the basic abilities needed to perform a job, or w hen 
it is impractical to keep the man in a position while he is growing up 
to it. A transfer of the man to work for which he is qualified and his 
replacement by a more capable individual is the positive action re¬ 
quired, provided such transfers can be made without serious disrup¬ 
tion in morale. 


Modify plans where necessary' 

Corrective action usually includes at least some revision of plans. 
Many external forces cannot be adjusted bv executive action, notably 
sales orders, competitive prices, av'ailability of labor and materials, and 
similar factors influenced by general business conditions. Conse¬ 
quently. there is need for continuing appraisal of results in terms of 
these changing conditions, and adjusting plans accordingly. 

Similarly, breakdowns or other interruptions to operations may 
call for a revision of schedule and perhaps different methods and re- 
assis^nment of the w'ork. W hen it is discovered that a particular indi¬ 
vidual is not able to carrx^ out ^^assignment, the lack of a satis factory^’ 
substitute or the upsetting effect of his transfer may make an adjust¬ 
ment in the w ork assigned to him more practical than a transfer to a 

different position. 

Moreover, a careful review- of operating experience may suggest 
w'ays that standing plans may be improved. Standards may be too 
high, policies need qualification so as to avoid frequent exceptions, or 
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strategic points. Selecting these strategic points is the crux of simple 
and eflFective control; they should provide timely, economical, com¬ 
prehensive, and balanced checks. 

Comparison at the strategic points of actual performance with the 
control standards should be done through a combination of methods. 
Prompt and well-designed reports should cover the bulk of opera¬ 
tions. These should be supplemented by personal observation to se¬ 
cure thorough understanding. For some crucial operations, a separate 
review and confirmation may be required before action is allowed 
to proceed. 

When this comparison of performance with the strategically se¬ 
lected standards shows significant deviations, corrective action is nec¬ 
essary if the control is to have any real influence on results. Corrective 
action normally consists of adjusting the physical and external situa¬ 
tion to permit the desired action; reviewing the direction, training 
and selection of those doing the work; improving motivation; and 
modifying plans where necessary. 

The control process either completes the task of the executive or, 
more likely, shows the need for further action and thus starts another 
administrative cycle of planning, direction, and control. 
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of plans as sho'wn to he necessary . As in any control technique, a re¬ 
port showing deviations of actual operations from standards is signifi¬ 
cant only insofar as it provides a basis for corrective action. 

There is an ever-present danger that the mechanics of budgetary 
control will receive so much attention that one or more of these fun¬ 
damental steps will be pushed into the background. 

Variety of situations to 'which budgetary control may be applied. 
The budget idea has numerous applications. One large utility com¬ 
pany, for example, has detailed coal budgets showing in tons the 
purchase, storage, transfer, and consumption for each of its power 
plants and for the system as a whole. Somewhat simpler purchase and 
production budgets for individual commodities are prepared by many 
companies. In times of labor shortage or rapidly changing volume of 
activity, some firms prepare manpower budgets expressed in terms of 
different types of labor. 

The chief reason for preparing such budgets in units other than 
dollars are (1) the dollar figure is too general and may cover up sig¬ 
nificant differences in size or quality, and (2) price changes are con¬ 
fusing when plans really call for physical levels of activity. To tie into 
over-all budgeting, however, it may be necessary to prepare figures 

in dollars, as well as physical units. 

The most common type of budgeting in business deals with capital 

expenditures. Large sums are often involved and the board of direc¬ 
tors may insist upon approving budgets before commitments are made. 
When budgets are used, all the anticipated projects for a period are 
summarized and presented at one time. This gives the board a better 
idea of the total sum involved and also avoids the necessity for sep¬ 
arate consideration of each small project. Under typical procedures, 
the board relies upon the treasurer or controller to see that actual 
expenditures do not exceed the approved budget. Unexpected needs 

may, of course, lead to a revision of the budget. 

Cash budgets, covering all receipts and disbursements, are more 

inclusive. They differ significantly from profit-and-loss budgets be¬ 
cause of changes in the size of inventories, accounts receivable and 
other assets, and in liabilities. They are almost indispensable to a com¬ 
pany that has to operate on a narrow margin of cash without upset¬ 
ting the efficient flow of work. 

The most useful type of budget from the point of view of general 
administration is the profit and loss budget. Since it normally covers 
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and often casual, generalities will not suffice; instead, someone has to 
figure out “how much and when.” 

The introduction of budgets will not, of course, endow executives 
with supernatural foresight. Unforeseen events almost always cause 
actual operations to deviate more or less from plan. The point is that 
budgeting tends to improve the quality of planning. The necessity for 
looking ahead throughout the entire budget period and making spe¬ 
cific estimates of results usually refines the quality of planning that 
is done. 

Aid in coordination 

PT077tot6s bulituced. activities. Budgetary control contributes to co¬ 
ordination in several ways, the most obvious of which is the balancing 
of activities. E^stimates of operating results will be received from sales, 
production, purchasing, and other departments. These can easily be 
checked one against the other to see if one department is planning on 
a larger volume of activities than the others. 

Aloreover, when monthly budgets are prepared the timing of ac¬ 
tivities can be checked to make sure that the sales department is not 
planning to sell goods before the production department expects to 
make them available, or that similar discrepancies do not exist. In 
other words, the fact that the plans of each department are stated in 

specific and comparable terms makes it easier to secure unified plan- 
ning. 

Encourages exchange of information. The preparation of specific 
estimates necessary for budgets often leads one executive to seek 
information from other executives. Especially when the work of one 
division is dependent upon another, this exchange is likely to take 
place. For example, the purchasing department must find out what 
the production department plans to produce, the sales department 
checks on the time a new product will be available and also gives the 
production department some idea of prospective demand for the reg¬ 
ular products; the training division must find out about plans for ad¬ 
ditions to the sales force, and so forth. 

This interchange of ideas regarding planning contributes signifi¬ 
cantly to the coordination of the budget plans themselves. It also 
provides an occasion for voluntary coordination on other matters. 
As executives of related departments discuss their respective plans, 
there is an excellent opportunity for one man to suggest minor re¬ 
visions that will simplify his work and for him to make adjustments 
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IS in tables of fibres, much of its benefit lies in the thinking and re¬ 
lationships that It promotes among executives. 

Budgetary control contributes to planning by forcing many execu¬ 
tives to think farther in advance and more specifically about the tasks 
ahead, and how they will meet them, than they would do if there was 
no need of preparing budgets. Budgetary control is useful as a co¬ 
ordinating device because it leads to the early discovery of lack of 
balance, and in the inevitable discussion of plans it provides the oc¬ 
casion for much voluntary coordination. As a control measure it is 
distinctive because of its systematic coverage of such a wide area of 
company operations, and the relative ease with which actual results 

may be compared with budget standards. This is an imposing list of 
benefits. 


Requisites for Successful Budgetary Control 

The benefits of budgetary control which have just been described 
are impressive indeed. Better planning, coordination, and control are 
desired by every intelligent administrator. Unfortunately, these bene¬ 
fits cannot be obtained by merely adding some reports and account- 
ing procedures. Instead, budgetary control must be made an integral 
part of the administrativ'^e process. The more important requisites for 
successful budgetary control include: (1) managerial planning in 
terms of budgets; (2) actual use of budgets as a coordinating medium; 
(3) effective follow-through on current operations; (4) flexibility in 
eting. 

Managerial planning in terms of budgets 

Plans—not mere predictions. The figures appearing on a budget 
statement should represent, as nearly as possible, actual plans rather 
than informed guesses as to what is likely to happen. There is a 
marked difference between forecasting the weather and planning to 
do something about it. Likewise, a forecast of sales volume, perhaps 
made by someone outside the company, represents a different kind 
of thinking than the budgeted sales figure based on careful plans for 
sales promotion, direct selling, and customer service. An estimated 
cost of production figured from trends in price indexes and expense 
ratios is a different kind of a figure from a budgeted cost based on 
planned machine loads, material usage, and specific labor rates. 

I liere is, of course, a large clement of forecasting in all planning, 
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but this does not mean that budgeting should rely on forecasts alone 
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delegated by operating executives to their administrative assistants. 

These people can help in the preparation of budgets, but, unless the 

operating executives themselves take time to actually think through 

their future operations and make sure that the figures in the budget 

reflect this thinking, many of the planning benefits listed earlier in 

this chapter will be lost. The budget will become “just another set of 

figures, another report, and it will be a burden rather than an aid 
to the executive. 

Moreover, unless the operating e.xecutives participate in the prep¬ 
aration of the budget they will be loath to accept the budgets as 
reasonable goals; they will not be so strongly committed to achieving 
budgeted results; and they will feel free to criticize the budget as 
“wild guesses” or “stupid mistakes” if actual results are not as favor¬ 
able as those anticipated in the budget. 

Sunmmry. Budgeting tends to improve planning because it stimu¬ 
lates thinking in advance and leads to specificity in planning. To ob¬ 
tain these benefits, howev^er, the budget must reflect actual plans and 
not be merely sideline predictions; the organizations should clearly 
indicate who should be responsible for preparing each part of the 
budget; accounting classification must parallel organization units so 
that the plans of the several departments can be translated directly 

m 

into the appropriate account; and lastly, the operating e.xecutives 
themselves must actively participate in the preparation of the budget 
if it is to improve their planning and is to be accepted as a reasonable 
goal for current operations. 

Use as a coordinating medium 

Est'miates carefully fitted together. Whenever over-all budgets are 
prepared, it is typically assumed that they have been geared together, 
and hence assist in coordination. An executive using budgets should 
make sure that this is a true assumption, for it is entirely possible to 
add together estimates from several departments, even though each 
was independently prepared. For example, the purchasing department 
might make estimates for disbursements for raw materials based on an 
estimated annual sales volume, without any attempt to coordinate 
these estimates with other plans. The purchase budget should of 
course, be synchronized with the need to build up finished goods 
inventory in anticipation of seasonal peaks, changes in product specifi¬ 
cations, decisions to purchase some subassemblies rather than manu- 
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The initial preparation of the budget contributes to coordination, 
provided care is taken that the estimates are carefuIly’^ fitted tf)gcther. 
If budgets are to serve as a continuing means of coordination, there 

should be joint participation in any adjustments and active use and 
support by top management. 

Effective follow-through 

Pro7?7pt and mtelligihle reports. The significance of prompt, clear 
reports for effective control has already been stressed. Reports com¬ 
paring actual results with budgets are no exception to this principle. 
Some large companies are able to present operating figures within five 
working days after the close of the budget period. Even with the use 
of modern communication devices, however, some of the figures are 
subject to later revision; nevertheless, the usefulness of the reports is 
greatly enhanced by this speed in preparation. The sooner the control 

information becomes available, the easier it is to take constructive 
corrective action. 

A related issue in budgeting is the length of the budget period. For 
broad planning and control annual budgets may be adequate; but for 
planning, coordination, and control of internal operations a shorter 
period is necessary. For most types of enterprise, monthly (or a four- 
week period) budgets, extending six months or a year ahead, are the 
most useful. The closer the control desired, the shorter the period 
that should be used. 

Regular use by executives. Even well-prepared budgets and prompt 
reports on actual operations do not assure that budgeting will be a 
strong control mechanism. They must be regularly used by operativ^e 
executives to appraise performance. If a subordinate knows that his 
chief watches closely budget results and that unfavourable results are 
sure to lead to a request for explanation, he will (1) try to avoid the 
occasion for making such explanation by keeping performance up 
to the budget standard, and (2) when deviations do occur he will try 
to devise corrective action before he is called into conference. On the 
other hand, if the executive permits unfav'orable results to slip by 
without comment, the subordinate will soon regard the budget as a 
set of figures not to be taken very seriously. 

Flexibility in budgeting. 

One of the principal difficulties in using budgets for control pur¬ 
poses is that operating conditions differ from those assumed in prepar- 
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Figure 43. Illustration of Flexible Budget with Corresponding 

Break-Even Chart. 


picture of the entire business operation, they are convenient devices 
for analyzing certain types of business problems. For example, it is 
fairly simple to estimate the additional volume necessary- to offset a 

cut in sales price. 

Flexible budgets are, however, subject to a number of severe limi¬ 
tations from the point of view of both technical construction and 
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flexible budgeting, over-all control standards are computed only after 
the close of an accounting period, and, because of this characteristic, 
standard costs are of limited help in planning and coordination. 

Re^dar budget revisions. Each of the foregoing ways of securing 
flexibility in budgeting is useful in particular situations. Generally, 
however, flexibility can be secured best through an established plan 
of regular revision. It is not practical, of course, to revise an entire 
budget each time there is some change in operating conditions. To 
do so would entail a tremendous amount of work and the numerous 
revisions would probably be more confusing than helpful. 

A more practical plan is to revise budgets regularly at the end of 
each month or quarter. Often, budgets will be computed for a year 
ahead, then at the end of a month (or a quarter) the budget for the 
immediately following month will be revised on the basis of then 
current conditions, and a new budget for the twelfth month ahead 
will be added. In this way a company always has a budget for a year 
ahead and a revised budget for the immediate future. 

Such a plan of regular revision retains the single over-all budget 
and makes an additional contribution to planning and to coordination 
in the v’^ery process of revision. Since it is usually possible to make 
fairly accurate predictions of operating conditions at the time the 
revision is made, the adjusted budget should serve as a good standard 
of performance for control purposes. 

Summary 

Budgetary control tends to improve the program planning within 
an enterprise. It stimulates thinking in advance and leads to specificity 
of planning. To realize these benefits, however, the budget must be 
based on actual plans rather than side-line predictions, the organiza¬ 
tion should be clear cut and paralleled by an account classification so 
that the plans of responsible people can be directly reflected in ac¬ 
counting terms; and the operating executives themselves must take an 
active part in the preparation of budgets. 

Budgeting also aids in coordination in that it promotes balancing 
of operations, a general exchange of information, and a variety of 
direct contacts early enough to give time for corrective adjustment. 
Here again, full realization of benefits comes only under certain con¬ 
ditions. Someone must make sure that the estimates of the several 
deoartments are, in fact, carefully geared together; there should be 
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MOTIVATION 

Control, the final phase in the cycle of administration, deals with 
steps for assuring that performance conforms to plans. This requires 
setting standards at strategic points and comparing actual perform¬ 
ance with these standards, as explained in the two preceding chap¬ 
ters. But if the control is to be active, if it is to have real effect on 
people’s behavior, some positive push is often needed. The executive 
must see that adequate motivation is provided. 

Motivation is closely related to many executive actions. The way 
plans are set up, the degree of decentralization, promotions and 
bonuses, consultative direction, and other steps in administration all 
affect motivation. By postponing a discussion of motivation until this 
final chapter on control, it is easier to draw all these threads together. 
Moreover, by considering motivation at the end of the cycle it can 

be given the strong emphasis it deserves. 

The place of motivation. All administrative action is of no avail 

unless members of the enterprise are willing to contribute effort to¬ 
ward the fulfillment of their assigned tasks. Somehow, some way, 

jjjust be developed in each individual a desire to execute his 
duties effectively. The role of motivation is to intensify this desire. 

The mere issuance of directions, however well conceived and 
phrased, does not mean that they will be followed. We have already 
noted in the discussion of authority that employees have a zone of 
acceptance. Instructions falling within this zone will be carried out, 
while those outside will be disregarded or sabotaged. Fortunately, 
through the appropriate use of motivation, this zone of acceptance 

may be enlarged. . • t j t 

Even more important in day-to-day operations is the degree ot 

acceptance. There is a marked variation between the results of grudg- 

ing acquiescence and enthusiastic, intelligent cooperation. Effective 

motivation succeeds not only in having an order accepted, but in 

gaining a determination to see that it is fulfilled efficiently and we 
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betore reviewing the various types of incentives that management can 
use to induce desired performance. 

Determinants of Behavior 
Individual response to the total environment 

An individual takes an action when the satisfactions he derives from 
doing so outweigh the discomforts and sacrifices that are involved. 
This does not necessarily mean that people behave in a rational man¬ 
ner based on logical analysis; far from it. Motives that are strong 
today may be weak tomorrow. Habits and inertia play a large part. 
Expectations and fears may be ungrounded. One or two factors are 
likely to influence the decision, rather than a careful appraisal of all 
that is involved. Nevertheless, to the individual the tugs and pulls are 
real and he responds to them. 

A consulting firm specializing in salesmanship has recently been 
employed by a number of large corporations to give their executives 
training in human relations. At first thought this sounds like a super¬ 
ficial approach to a fundamental problem. But closer investigation 
shows that the technique proposed rests on sound ground. An execu¬ 
tive is told to think about the reaction of the people who are to 
receive an instruction from him, and to separate those reactions that 
will make the subordinate want to follow the instructions from those 
which will deter him. These are called plus and minus factors. Then, 
when giving the instruction, the executive is expected to emphasize 
the plus factors, and if he cannot actually remove the minus factors 
he should at least have thought of the best way to respond if some one 
mentions them. 

This particular procedure is, of course, merely good salesmanship, 
but it also happens to be useful in the supervisor-subordinate rela¬ 
tionship because it leads the executive to take the point of view of his 
subordinate and try to appreciate the constant pulls that will deter¬ 
mine that man’s behavior. Fundamentally, it is similar to the approach 
of the social psychologist, stripped of its sophisticated language. The 
technique still leaves unanswered, of course, just what the reactions 
will be (a supervisor close to his men may be in a better position to 
forecast this than a dozen social scientists), and it smacks too much 
of a top-down approach. Nevertheless, it illustrates that the analytical 
approach to motivation can be stated simply and put to practical use. 

The task of management, then, is to create a situation in which the 
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range from deeply ingrained convictions to notions readily aban¬ 
doned. Some are based on personal experience while many Withers are 
picked up from parents, playmates, movnes, business associates and 
other persons. An executive should realize that any instruction of his 
will be interpreted in terms of these beliefs, and that his attempt at 
motivation will be made easier or harder because of them. 

Social organization. The beliefs and reactions of an individual are 
strongly influenced by the social organizations of which he is a part. 
These informal groups will alwavs be found when men are associated 
together. They are formed spontaneouslv around a neighborhood, 
church, classroom, work place, interest in baseball, former experience 
in military service, or other unifying factor that provides a common 
interest and sense of belonging together. A single individual often 
belongs to several such groups, although there may be considerable 
overlapping, especially in a small communitv. 

Many attitudes and beliefs will be acquired from these informal 
groups. In fact, there is considerable social pressure upon the individ¬ 
ual to conform to group behavior. This is clearly evident in the recep¬ 
tion a new method is likely to receive from a group of plant 
employees. When the proposed change threatens to upset the existing 
group relationship, and particularly if the effects of the change are 
unknown, there is likely to be strong group resistance against it and 
each individual is under pressure to join in the group reaction. Con¬ 
tinuance as an acceptable member of the group is often more impor¬ 
tant than holding the job itself, and consequently the individual tends 
to accept the ideas of the group. 

Summarizing: Motiv'ation should be undertaken with a full ap¬ 
preciation of these influences on behavior. Individual needs and 
characteristics, patterns of belief, and informal social organization 
guide the way an individual reacts to a request or suggestion. It is 
necessary to understand them for they determine what shall be plus 
factors and minus factors in a given situation. 

Primary Incentives 

The administrator’s job of motivation has been described as that of 
creating a situation in which actions that provide net satisfaction to 
individual members of the enterprise are at the same time actions that 
make appropriate contributions toward the objectives of the enter¬ 
prise. The brief comments on what influences employees' attitudes. 
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factors, and when results not included in the incentive can be pre¬ 
vented from deteriorating. Another arrangement is the granting of 
bonuses on the basis of personal appraisal, rather than according to an 
automatic standard. Aside from those paid to top executives, such 
bonuses are usually a relatively small part of the total compensation. 

By far the most common financial incentiv'e is the possil)i lity of a 
permanent increase in pay while remaining in the same position, or an 
increase in pay that accompanies promotion. This type of incentive 
fits in with the United States tradition that each person has the oppor¬ 
tunity to advance to positions of ever-increasing responsibility and 
compensation. It has been and should continue to be used as a mo¬ 
tivating force. 

The threat of lower financial income can also be used as an incen¬ 
tive in a limited way. Disciplinary layoffs, demotions, or discharges 
occasionally have to be used for employees whose conduct is unsatis¬ 
factory. Modern personnel practice and union pressure both frown 
upon use of these devices, except as a last resort for an irresponsible 
employee. They should be resorted to only for the violation of a well- 
recognized and important rule, or after there have been at least two 
warnings and conscientious effort to help correct unsatisfactory 
performance. 

Even when used in this restricted manner, however, the possibility 
of reduced income does serve as incentive to a large number of em¬ 
ployees who might be more lackadaisical if there were not the 
possibility of such action. Witness the deterioration in effort that 
sometimes occurs among Civil Service employees, where efforts to 
avoid the political spoils system have almost eliminated the possibility 
of disciplinary layoffs or discharges. The possibility of layoff, demo¬ 
tion, or discharge, of course, becomes much more realistic when a 
company is cutting back on the number of its employees, and when 
such cuts are not governed by seniority rules. In all these situations 
the threat of a cut in financial income is a negative incentive. Under a 
negative incentive an employee is concerned with whether he can 
“get by.” His enthusiastic cooperation must be won by other means. 

Social status and respect 

Most men will put forth a considerable amount of effort in ordei 
to win the respect of their associates, that is, to maintain and improv’c 
their social status. In fact, the desire for higher compensation is in no 
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Security 

Security, at least economic security, has become a well-recognized 
goal for individual action. Old age pensions, unemployment insurance, 
life insurance, accident and sickness benefits, and other forms of 
economic protection have gro\\ n by leaps and bounds during the last 
generation. While much of this protection is provided or sponsored 
by governmental action, there remain a variety of formal and informal 
arrangements that independent enterprises make for their own em¬ 
ployees. There is no doubt that these measures contribute to the 
satisfaction of an employee with his job. The critical question is, 
“How much?” since the expense of many of the plans is quite high 
and relatively inflexible. 

A sense of securitv’^, however, embraces much more than economic 
matters. It also includes a self-confidence that comes with a personal 
adaptation to a given environment. Self-confidence with respect to a 
job stems from a number of things, not the least of which is knowing 
what to do, how to do it, and how well one is doing it. These are 
factors in self-confidence that every executive should provide to his 
subordinates. The feeling of security of the man who knows his job 
and knows that he is doing it well differs sharply from that of the 
individual who is still bewildered and not sure of his ability to measure 

up to the job ahead of him. 

Uncertainty breeds a feeling of insecurity. While there are some 
Micawbers, most of us have a penchant for imagining all manner of 
trouble when we don’t know what is going to happen. Grapevine 
infonnation regarding a possible change in executives, in methods, or 
in other features of a work situation often gives rise to all sorts of 

minors and uneasiness. 

Executives at all levels can do much to remove this source of 
insecurity by sharing information with their subordinates. In par¬ 
ticular, it is desirable that subordinates kno^^' as far in advance as 
possible about changes which will affect them. One of the best wa) S 
to remove fear of such changes is to have those involved participate 
in the discussions and planning of the change. Often the subordinates 
will bring forth suggestions that will be useful, but the important 
point here is that if they have an opportunity to understand the reason 
for the shift and to know that serious consideration is being given to 
things that affect them, much mental anxiety can be avoided. 

These measures for increasing an individual’s sense of security can- 
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use of a man’s abar “l"" "’’^''7®''’® the 

to deal with people plus a7illiLerto7 ‘V ‘ °®"- ““ ability 
suited to supervisory than to selliWwork an7h‘^ '’”“t 

mg success at his new job Exnerifno ri ^ ^ outstand- 

tunilar illustrations of the mTedXr7“"r -any 

“t on performance of “putting 
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a square peg in a square hole.” This best use of a man’s ability is pri¬ 
marily a matter of personnel placement; it can be achieved to some 
extent by reallocation of duties. 

Of course, at any given time there are limitations of what work 
needs doing, and the employee may have misconceptions of his own 
ability. These difficulties in application should not be permitted to 
overshadow the stimulating effect of making the best use of a man’s 
ability insofar as it can be arranged. 

Working conditions, such as adequate light, comfortable tempera¬ 
tures, attractive surroundings, good eating and toilet facilities, protec¬ 
tion against accident, and so forth do make a difference in the attrac¬ 
tiveness of a job. Their contribution to greater employee satisfaction 
depends to a large degree upon the attitudes and the beliefs of the 
workers. What were regarded as attractive hours and working condi¬ 
tions in 1900 would cause discontent today. Beyond basic minimums 
it is more the improving of conditions that is important. The new 
lunchroom or the five-day week boost morale when first installed, but 
within a few years they become an accepted thing and lose their mo¬ 
tivating effect (except that they must be continued to avoid a negative 
reaction). For most companies, therefore, it is practical to attempt 
only to keep up with the cultural pattern in the industry and the com ¬ 
munity, perhaps occasionally leading but not relying upon arrange¬ 
ments for work to provide a large, positive stimulus to greater effort. 
Social recognition, treatment as an individual, and opportunity to 
participate have been demonstrated to be better stimuli to action than 
even the most generous paternalistic action. 

Opportunity for development 

In addition to attractive work in their present jobs, most individuals 
are concerned about opportunities for development. People grow and 
change, and they like to feel that as they gain experience they will 
have a chance to move into positions of greater responsibility and 
respect. 

This is especially true in the United States where our traditions and 
heritage emphasize development. The hard-working pioneer opened 
up a territory where his children often became leading citizens in a 
thriving community. Immigrants have passed through apprenticeship 
to become supervisors or business enterprisers, and they or their chil¬ 
dren have become our leading statesmen. 

The nature of our frontier has changed, and our social and eco- 
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L ^ c ly aavance continues to 

be a strong current ,n our aspirations. The executive who provideThfe 

subordinates with an opportunity for development has a forcefu 

means of winning support for the execution of his program Measu e 

for executive development described in Chapter 20 ser™ this nurnose 

^ non-supervisory per- 

Some executives or entire companies take the view that desire for 
personal development is such a good incentive that they should assist 
employees to find suitable employment for their new talents even 

though this means that some of them will have to transfer tootZ 
departments or companies. ucner 

Worth-while activity 

rimeLd effort devoted by vllunteers t^the C 

Scop, church activities, 

for CO Just as pmmating objectives provide a unifying force 

mission^. stimulate effort to fulfill individual 


chSlwrcmlsI “ ^t^tivity is by no means confined to 

aritable causes. The man who is being paid for his services hv , 

private profit enterp^e still likes to feel th« his activities are wonh 

causeTf h u '‘^-er placeT hve b” 

an<f 7 IT * “uuh more likely to work with enthusiasm 

prise ale i"cM;'drabie'’' 

‘""r *" r“ 

should be made m K.i;. j . ^ necessary. The employee 
the conce™- I f ‘‘“P'y “ “ the desirabU^- of 

employees sel howlh™*’ “ necessary that individual 

the succe^ of rhi e I .““^tivities make a significant contribution to 
ccess of the enterprise in achievmg these objectives. 

Personal power and influence 

e Jc^e'o^ P'“P’' satisfaction from the 

of personal power and influence. This does not necessarUy 
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they"are^LrdKsT°rrm power, or that 

they get from beine able me “ "“"P''' “hi'^ttation 

fJ4 that 

morive P“““g “P'" the throttle of a large loeo- 

ordinates^bv”i eh*^^" ^way from the power of his sub- 

rnTp “ 't, nSlkrbinding dTcT 

e conveyed by administrative delegations, it still may^be significant 

A man who destres such delegation will try to prove himself worthy 
h^ "" ^“P^tvisor and by effectively carrying ou^ 

3^$ 3n mdividiiHl person 

There is always .danger that employees will be thought of merely 

hts ""ho perform certain duties for the enterprise. Although 

his work may absorb a considerable part of the effort of an individ¬ 
ual, he has many other interests. Family relationships, living arrange¬ 
ments, personal health, hobbies, religious and social life, aspirations. 
Obligations, all are important to the individual. 

There must be a reasonably satisfactory adjustment and integration 
of these oumde interests if the person is to perform most effectively 
on IS job. The employer should not attempt to direct the personal 
affams of his employees, but there is need for a sympathetic recognition 
of these problems and a willingness to help in meeting them. This 
treatment of subordinates as individual persons can go a long way in 
winning their loyal support and cooperation. 

The personal relationship between an employee and his supervisor 
should be at least agreeable. Often it is possible to develop a friendli¬ 
ness and loyalty that is a strong influence in carrying out instructions 
enthusiastically. At the other e.xtreme, personal friction may become 
so strong that the subordinate prefers not to carry out instructions 
merely because he has been asked to do so by his supervisor. Personal 
likes and dislikes cannot be molded at will, but every supervisor 
should try to keep his relationships with subordinates as pleasant as 
possible, so that personal loyalty will be at his disposal as an incentive. 
One fairly simple though important way of giving recognition to 


mu 11VA 1 JON 




current problem^and "uture phnt^hr^*’ 
his interests with those of the enterprise. ^ ^ 


Voice in own affairs 

remeX^ well-meaning executives to 

will affect them Even a olan forming decisions that 

receive a coo, rece;:::: f" if ^ 

or condescending manner. ^ ^ announced in a haughty 

work hatsefe^sourS '7fni™"o ”“P°" “ 

Since the decision® tf 1 af cf his woT? ' 

respect to be consulted in the matter M ““'ly. it is a sign of 

beholden to others. A persoris m7 n i"^ “ feel 

an action that he has helped plan '"PP“" 

among competent and self-reliant pe7l 1 . “ '."""singly strong 

to motivation because it affects the attitude o7™7—J ^’g^dtcant 
his assignment. titude of an individual toward 

The executive should recognize and take ^ 
for a voice in one’s own aSaks AsT^ advantage of this desire 

advise each person in advance of chanv "T™ he sure to 

work situation. Even if the chanf 7 1 '^7^ “'P'" '"«er’s 

electricians putting i„ some newT; “ ^ ^ as 

the courtesy of knowing what it is about 7“i, °"“ 

process of consultative direction discussed ' Ti, P®”"™ side, the 

“sed to gam ideas and win support of subL^^^P'*/ '' he 

the resulting ‘Ve” feeling offen .! a str.^^Scfnrive"'"''"® 

Tile# ji*¥* 


Just and diligent supervision 

commendatio7an7tL'V “d needs the mann f 

o the spirit that a subordinate appli« to7 7 much 

Grievances should be settled PP . )°h. 

or a man to register complaints^’aS'iy’ **'°“*'^ he open 

■“”«hate supervisor has been unfairch^rof^" 
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be provided. These griev;inces, perry though rhey mav appear ro be 
to rhe supervisor, should be examined pruniptly and the man infonucd 
either of corrective action being taken or of the reasons why rlie sit¬ 
uation cannot be adjusted. Unless these annoyances and feelings of 
mistreatment can be aired and adjusted, the employee will carry With 

him a gnawing discontent that may seriously detract from his en¬ 
thusiasm for his job. 


On the positive side, each executive should take the initiative in 
seeing that his subordinates are well “serviced.” He should represent 
their interests to other departments and higher echeK)ns in administra¬ 
tion. This representation may relate to compensation, working con¬ 
ditions, flow and quality of work, opportunities for ad\ ancenient, 
and other points of concern to his men. Diligent attention to such 
matters will avoid many grievances before they develop, and will 
build loyalty on the part of the men. 

TThe executive should also use commendation to build cooperation 
among his subordinates. Outstanding performance should not be left 
unnoticed. Generally, it is desirable to recognize and praise the per¬ 
formance in the presence of others, since this not only tells the man of 
his chief s opinion, but also adds to the prestige of the man in the eyes 
of his associates. In giving commendation care must be taken that it is 
done fairly; if only one man is singled out when others are equally 
deserving, or the achievement really represents group effort, then 
those who have been overlooked may feel disgruntled. 

The praise should be sincere and deserved. If a man needs encour¬ 
agement it is better to pick out some part of his performance that is 
worthy of commendation than to give broad and unwarranted com¬ 
pliments, for otherwise the commendations may soon come to be 
regarded as “hot air,” and may even be a source of embarrassment at 
subsequent salary reviews or when the need for improved perform¬ 
ance is being discussed. 

o 

Reprimands also serve an important role in motivation. While they 
should be given promptly, the supervisor should take time to get and 
weigh the relevant facts and he certainly should not be angry. Gen¬ 
erally the reprimand should be given in private, and the offender 
should have an opportunity to tell his own storv’. 

A^Tien discipLinaiy^ action is necessary it should not be given in a 
spirit of retribution, or for the prime purpose of humiliating the 
offender. The purpose of discipline is to bring about improved con¬ 
duct in the future; hence it is necessary’ to consider the circumstances 
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of'th^/'indi^vMn"i previous conduct, and personality 

of the individual. It is also important to consider the effect of the 

P n? r; ma^ f -0 harsh a 

Lot mav !, 'Whereas too lenient treat- 

matter lijhdy. 'he executive considers the 

CO Jdtt™luld fe °P desirable 

warning o^pendlt 

tween indfviduris. irc/^ •“ 'b" 

a»on, Its constructive influence on "future behavL is flS7tVb: 

either’'CT*tingTscontemTT-|^^^^^^^ "'•' possibilities of 

tequently, the e.xecutive should nevlrVrv^Xrirt Ind'd'l^'’"' 

STut. h-°succes! r 




Summary 

The effective execution of nl-inc r^snu; j • 
eeed on the part of those vvho'^have to do the work '^r 1'""' 

actions of people working for him." "'hat motivates the 

reacril'^f 'h« ^hape his 

to arrange the total work situation, or perhaps niodV^' 'd' 

t.on in carrying out instructions Xn in 

of alternatives open to him. In fact be any of a number 

acceptance, but a positive desire to d passive 

efliciently. P work effectively and 

In building such an attitude in hie 
consider a variety of measures. Importinrrrr '“““™ 
h.gh« financial income, social status ^^reWeot 
work, opportunity for development wortrw?i 
power and influence, treatment as an’ind^vSud ' ' P"™“‘ 

a airs, and ,ust and diligent supervision. SoirTt'hlsT' 

»Ji cnese measures 


460 


MOTI\*ATION 

provide a general background of cooperative effort, while others can 
be related directly to perfoniiance of particular instructions. They, 
ot course, should be used in var\'ing combinatif.ns to meet specific 
situations, for it is the total situation to which an individual reacts. 

In reviewing this general approach to motivation two final jxiints 
deserve emphasis. One is “the tremendous importance of trifles” in 
building the enthusiastic support of subordinates. The other is the 
need for economy in the use of specific incentives. The building up 
of stronger motivation than is necessary not only wastes the execu¬ 
tive s time, but often tends to lessen the effectiveness of these incen¬ 
tives when they are used later. There is much need for a sensitive and 

sympathetic understanding of human behavior in the motivation phase 
of administration. 
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IS its purpose. It is hoped that this in no way detracts from the sig¬ 
nificance of good information, or n hat the army calls “intelligence,” 
in practical administration. 

Adjust to individual personalities 

A second point that should be made in this brief conclusion is the 

need to recognize the cardinal importance of individual personalities 
in actual administration. 

Adinhiist'}£itio7i u sequent of hu7nii7i Tclcitio)is. Administration vv'^as 
defined in Chapter 1 as “the guidance, leadership, and control of the 
efforts of a group of individuals toward some common goal.” While 
the executwe must giv'^e attention to technolog^^, physical facilities, 
capital resources and the like, his predominant concern—as the defini¬ 
tion implies—is with human relations. 

The underlying significance of human behavior has been referred 
to repeatedly. For e.xample, in the discussion of plaiw'mg attention 
was called to the effect of detailed planning on individual initiative, 
and later to strategies that are largely concerned with the interplay 
of personalities. Similarly, in the section on organization the need to 
adjust departmentation to av'ailable personnel and informal organiza¬ 
tion was noted. Other examples in this section include the effect of 
decentralization on morale, and the necessary adjustment to personali¬ 
ties in the process of delegation and in deciding upon an effectiv^e span 
of supervision. The section on executive persontiel, of course, deals 
explicitly with the human factor. Again, under directioti atid coor¬ 
dination, the importance of the human element is illustrated in the 
application of the concepts of indoctrination and consultative direc¬ 
tion; voluntary coordination is built upon personal objectwes and 
social intercourse. In the final section we noted that administrative 
control is dependent in a large measure upon providing proper mo¬ 
tivation to those w^hose joint efforts are necessarj’^ if objectives are 
to be attained. 

These are merely conv^enient examples of the ever-present need to 
regard administration as a social process. Unfortunately, our present 
knovvdedge of social psychology and other aspects of human behavior 
is far from exact. To a large extent, administrative principles set forth 
in this book are pragmatic; that is, they are believed to be sound 
because executiv^es in a v’^ariety of enterprises have found that they 
work. As the scientists increase our knowledge of individual and 
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be largely a control problem frequently can be resolved onl)' after 

plans or organization have been improved. Similarly, good executive 

selection and development starts with organization analysis; the 

degree of decentralization has a marked effect^on the type of direction 

:hat is desirable. Many management problems are likewise multi-phase 
in nature. 

Consequently, when applying principles to a particular problem 

one should be ever on the alert for the repercussions a proposed 

change may have upon other phases of the operation. For purposes of 

analysis and as a guide to e.xecutive thinking, a somewhat artificial 

separation of administration problems has been presented in this book. 

Useful as this is as a \^''ay of thinking, it does not justify only partial 

study of a problem. Practical solutions will be found only when the 

entire administrative operation is brought under review. Perhaps the 

remedy will deal with only one phase of administration, but it is not 

safe to assume that this is so until possible interrelations have been 
carefully considered. 

Web of related decisions and actions. The need for taking a broad 
view of a specific administrative situation also arises because planning, 
organizing and assembling resources, directing, and controlling are 
going on at the same time. As pointed out in Chapter 2, it is rarely 
practical to delay action on a problem until all plans have been com¬ 
pleted. For example, once objectives and a broad program have been 
mapped out it is often necessary to set up preliminary organization 
and to hire key personnel, inasmuch as these people will probably do 
much of the detailed planning. To cite another example, product 
specifications may be established in detail and orders issued for actual 
production of an initial run before the sales promotion department 
begins its task of planning a sales campaign. Furthermore, since a 
single executive is usually concerned wfith several different projects, 
he may be involved in exploratory planning of one, making final 
decisions with regard to a second, and controlling the actual perform¬ 
ance of still a third, all in the same day. 

The use of specialized staff units to help plan and control in their 
respective areas and the varying degrees of decentralization in differ¬ 
ent departments add still further complexity to the realistic operating 
situation, particularly in large-scale enterprises. 

Improvement in administration will be accomplished only if the 
executive is able to penetrate through this interlacing of plans and 
actions. He should recognize it as the mosaic pattern upon which 
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improvement must be built, and at the same time not be confused bv 
Its complexity. ' 

""“‘If 'f'c “mplexitv of actual opera- 

hat are being used. Therefore, when dealing with a concrete prob- 
em careful analysis is a first step toward improvement. The basic 

Tnom* h 'h'* n “ “"’“prized in Figure 44, provides one 

problem^ “"“'y^ng an over-all management 

Analysis, however, is not enough. Having broken the total opetation 
o\i n into parts or stages and designed improvements for at least 
some of them it is necessary to put the parts back together into a new 
working whole ^re again the outline of the book will be of assist¬ 
ance. The broad headings-planning, organizing, assembling resources, 
directing, and controlhng-are more than a list of potential trouble 
spots for the e.xecutive. These processes, when considered together 
represent a comprehensive and basic view of administration as a 
whole. They are related together in a logical and realistic fashion. 

1 bus they provide a framework upon which to build an integrated 
View of administration in a specific situation. 

The outline of the book, then, should be regarded as a tool for 

analysis and for integration when dealing with broad management 
problemR ® 
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democratic, 387-388 
duties, cycle of, 16 

nve basic processes, chart, 467 
™portance of, i 

military, 8 

personnel, 8 

principles of (see Principles of 
administration) 


469 


Administration (com.)- 
skill, 1-3 

top, functions (see Top administrai 
functions) 
training for, 7 

Administrative plans, types of, 54 
Administrative units, names of, 125 
Administrators, 1 

business, methods of analyzing. 5-6 
nondelegated activities of, 5 
public, 8 

work of, 4 

Adventure, as incentive, 453 
Advertising: 

expense, 410 

testing copy, 81 

Agents, purchasing, 8 

Aircraft companies, post-war, no 
Alford, L. P., 37 

ji^lowances for goal delays, 23-'>5 
Alter ego assistants, 274-775 

Alternative courses of Action, choices 
between, 100-101 

American Brake Shoe Company, 209 
objectives of, 20 ^ 

American Independent Oil Company il 
lustration of inaccurate forecasting 

Analysis: 
defined, 89 

followed by synthesis, 468 
market, 81 

organization, and personnel, 371 
position, 343 

procedural, 81 
statistical, 81 

Analytical planning, 82-92 
army doctrbe of, 84-86 
basic steps in, 88-89 

characteristics of, 89-90 
examples of, 83-88 

F. W. Taylor, pioneer, 83-84 

trammg-within-industry 
86-88 ^ 
nature of, 82 

Anticipation of emergencies 3i fn 

Appeal, employee’s right of,’173-174 
Appley, L. A., 337 ^ 


program. 
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Appraisal: 

chart, executive, 327 
of executives, 335.349 
annual, information in, 345 
application of information, 343 
comparison by ranking, 341 
group judgment, 335-336 
periodic appraisals, 336-344 
rating forms, 339-341 
regular appraisals, 343-345 

use of appraisals (see Selection of 
executives) 

of intangibles, 421 

of outlook for sales and profits, 90-91 
Apprenticesliips, 7 

Appropriations committee, 228, 235 
Approval: 

by inspectors, 154 
by top executives, 153 
Armv: 

doctrine of planning, 84-86 
general staff in, 185" 
introduction of, 189 
special staff in, 183, 184 

Army Service Forces, .Manual .\1703-1, 
quoted, 193 
Assistants: 
alter ego, 274-275 
staff (see Staff: assistants) 

Assumptions, warning re, 109 
Attitudes: 

of individual, 447-448 
of others, response to, 451 
toward work, 453 

Attractive work, as incentive, 453-454 
Auditor, independent, 183 

Authority: 

acceptance zone, 170 
delegated, 39-40, 52 
advantages of, 208 
in decentralization, 207 
equal to responsibility, 171, 174-176 
functional, 191-197 
channel of communication, 194- 195 
conditions favoring, 196-197 
defined, 192 

knowing when to use, 195 , 

limitations on use of, 195-196 
nature of, 192-193 

transfer of planning authority, 193- 
194 

legal, 160-161 
limits on: 

general, implied, 167-168 
inherent, over employees, 169-170 
need for defining, 166-168 
specific, listed, 168 i 

meanings of, 159-163 | 


Authority (com.): 

0 " 

not power, 174 
operational, 163 

planning, transfer of, 193-194 
technical, 161-162 
to decide, 203-204 
ultimate, 162-163 
“within limits,” 175 

Autocratic administration, 196 
Averages, law of, 103 


B 

Bangs, J. R., 37 

Bankers, as interest groups, 251 
Barnard, Chester, I., 170 
quoted, 64, 175-176, 325 
Bedell, L. quoted, 168 
Behavior, determinants of, 446-448 
Bethlehem Steel Company, 84 
Bible, quoted, 257 

Bonds, coupons on, procedure for cutting. 
Bonuses, 365, 366 

Boring from within, planning strategy, 

Bossing, minimization of, 386 
Bottlenecks: 
anticipating, 31 
potential, 106 

Bottom-up administration, 208-210 
Bower, AI., 283 

Break-even charts, 439-441 
Budgetary control, 429-443 
aid in coordination, 431, 432-433 
and comprehensive control, 431, 433 
and planning, 431-432 
benefits of, 431-434 
flexibility^ in, 438-442 
follow-through, 438 
overattention to mechanics of, 430 
responsibility for, 435 
steps in, 429-431 

successful, requisites for, 434-442 
top management and, 437-438 
use as coordinating medium, 436-438 
Budget committee, 218 
Budgeting, 8 
Budgets: 
accounts in, 435 

adjustments in, joint participation in. 
437 

alternative, 439 
as goals, 22 

capital expenditures, 430 
cash, 450 
flexible. 439-441 
length of period, 438 


















Budgets icont.): 

managerial planning in terms of, 434- 
over-all, gearing together of, 436 

participation in preparation of, 435-436 

plans, not predictions, in, 434.435 
prepared in units, 430 
profit and loss, 430-431 
regular revision of, 442 

regular use by executives, 438 
reports on, 438 

RockI)'n Corporation, 74-75 

B> -passmg, dual subordination created by. 


Cannery program, 31 
Capital, obtaining, 317 

Carter, General, quoted, 189 
Cash budgets, 430 

Castype, example of, 105-106 
Catholic Church, 189 25 1 
Cause, belief in, 455 ’ 

Cautious-action strategies, 117-118 

Centralization, 285, 286 

in administration, 204-205 

in manufacturing concern, 287 
Chairman of committee, 235 
Change, reluctance to, 63-64 
Charts {see also Diagrams^ 
break-even, 459-441 
in reports, 424 

organization, 303-315 

symbols for, 304 

replacement of personnel, 331 
^necking: 

independent, 134 

performance, 418-424 

City planning, 14 

Clark, Wallace, quoted, 79-80, 93-94 
Cleeton, G. U., 325 

Climate of confidence, 352 

' for personnel vacancies, 329 

533-334 ’ 

Command; 

channels of, 166. 192-193 
right of, 169 

Commendation, value of, 458 
Commercial bank; 

fiepartmentation of, 130, 131 
Cnnw^ credit man of, qualities of, 328 

Cornmittees, 217-236, 356%02 

advantages of, 219-223 
cooperation in executing plans, 221 - 

coordination, 220-221 

integrated group judgment, 219-220 


Committees {com,): 
advantages of {com ,): 

training of members, 222-223 
authority defined clearly, 231 
chairman of, 235 

decisions, execution of, 230-231 
defined, 217 
disadvantages of: 

danger of compromise decision, 226- 
divided responsibility, 224-225 

slow, expensive action, 223-224 
duties defined clearly, 231 

effective operation of, 231-235 
executive personnel, 369-370 

history of, 217 

job description for, 232-233 

nature of, 217-219 
politics, danger of, 226 

representative,” 233 
selection of members, 231, 233-234 

size of, 234 
standing, 217, 235 

supported, with staff assistance, 234-235 

survey of, 227-228 ^ 

temporary, 217 
types of, 227-228 
uses of, 218, 227-231 

conditions favorable to, 228-229 
conditions unfavorable to, 229-230 

voting at meetings, 226-227 

Communication; 

good, aid in coordination, 396-398 

^accuracy of, 262-263 

mter-communication systems, 397 

mechanical devices, 397 
Company; 

courses, 357 

small, organization for top administra- 
tjye duties, 248-249 
Comparison of results, 134 

Compensation of executives, 360-371 

abilities analyzed, 361-36? 
bonuses, 365, 366 
incentive, 365 
pension plans, 367-368 

positions, 361-362 
salary structure, sound, 360-365 
stock options, 367 

stock purchase plans, 366-367 
Competition, as incentive, 453 
Competitors, as interest groups 250 
Conferences, 356-357 ® ^ 

Confidence, climate of, 352 

Confirmation, reouired 

418-419 ° ’ sparing use of, 

Conserv'^ation strategy 118 
Conservatism, and planning, 64 
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Consistency; 

■r 

among plans, 393-3y^ 
throughout enterprise, 289-290 
Construction project: 
planning, 17 
time goals for, chart, 24 
Consultative direction, 384-388 
Contract with labor union, 139 
Control, 16 

and activity grouping, 134-J36 
arms, 290-291 
automatic, 412 

budgetary, 429-443 (see also Budgetary 
control) 

by administrators, 4 
clean break between operating responsi¬ 
bilities, 134-135 
comparison: 
of action and goals, 425 
of results, 134 

comprehensive, budgetary control and, 
431, 433 

corrective action, 424-427 
direct contacts, 420-421 
ease of supervision, 135-136 
independent checks, 134 
mechanisms of (control arms), 

290-291 

of correspondence, 413-414 
officer, function of, defined, 195 
part of program, 407 
performance, checkin? and reportin? 
on, 418-424 

personal observation, 420-421 
process, steps in, 408 
quality, 411-412 
reports, 422-424 
service units, 153-155 
standards: 

setting, at strategic points, 408-409 
tying, to individual responsibilirv% 

' 409-410 

steps for securing, 407 
strategic points, 410-418 
balanced, 414, 416-417 
comprehensive, 414, 416, 417 
economical, 414, 415-416 
selecting, guides for, 414-417 
timely, 414-415 

through approval of pavroll changes, 
412-413 

under standing plans, 53 
units, location of, 292 
Controller, duties of, 156 
Cooperation: 

in planning, 97-98 

secured in committees, 221-222 

with interest groups, 254 


I Coordinating cninniittccs, 227, 289 
members of, 234 

Coordinating units, location of, 292 
Coordination, 3W-404 
aid in, 136-137 
at planning stage, 393-394 
budgetary control, aid in, 431, 432-433 
cornmunicaiion methods, 396-398 
defined, 390 

departmentation that aids in, 391-392 
need for, 390-391 
of operating units, 288-289 
promoted by committees, 220-221 
through supervision, 402-403 
time to bring about, 393, 394-396 
voluntary, aids to, 398-402 

accepted customs and terms, 399-400 
dominant objectives, 398-399 
informal contacts, 400-401 
liaison men, 401-402 
Copeland, AI. T., 244, 245 
Corporations: 
defined, 237 

directors (see Directors) 
stockholders, 238-24^1 
top administrativ^e functions, 238-256 
Corrective action, 424-427 

Correspondence, control of, 413-414 
Costs: 

standard, 441-442 
studies of, 81 

sunk, disregard of, 102-103 
Counsel, need for, 183 
Counterinvasion strateg\\ 116-117 
Courses, company, 357 
Craftsmanship, feeling of, 453 
Creativeness, value of, 453 
Creditors, as interest groups, 250, 251 
Customers: 

as interest groups, 250, 251-252 
good will of, 410 
grouping by, 126-127 
Cycle of administrative duties, 16 


D 

Dale, Ernest, 219 
Dartmouth College Case, 257 
Davies, R. K., 379 
Davis, R. C.: 
quoted, 407 
a:Ddv by, 266-267 
Deadlines for goals, 23 
Death, vacancies created bv, 331 
Decentralization, 202-216, 285, 286, 289 
bottom-up administration, 208-210 



















Decentralization (com.): 
delegated authority, 207-208 

effect of super\'isory' review on 
210-211 

for executive development, 351-352 
in manufacturing concern 287 
limited, 205-207, 420 
meaning of, 202-204 
of planning, 96-97 
physical, 202-203 
questions of, 211-215 
stages of, 204-211 

Decisions, relation to actions, 466, 468 
Decisiveness, quality of, 325 
Defects, inspections for, 412 
Defensive-action strategy, 116-117 
Ueiays, alJowances for, 23-25 
Delegation, 158-177 
assignment of duties, 166 
by-passing, 173 

clear relationships needed, 158-159 
creation of obligation, 166 

degree^ of,^ and capacity of assistants, 

dual subordination and, 171 , 172-174 
granting of permission, 166 
in emergencies, 173 
in learning on job, 351-352 
nature of, diagram, 164 

of authority, 39-40 free also Authority) 
of planning, 96-97 ^' 

principles of, 171-176 

questions re, 159 

relationships created bv, 166 

responsibility and, 17l~l7“> 

simple, 163-166 

to se\eral subordinates, diagram, 165 
Democratic administration, 387-388 

Deoar^m ’ 

Licpartmentation, 123-144 

adequate-attention criterion, 137-139 

in coordination, 391-392 
asic factors in, outline, 143 
coordination, 136-137 
defined, 125 

expense, reduction of, 142-143 
grouping: 

by customers, 126-127 
by functions, 127-128 
by locations, 126 
by processes, 127 

m or services, P5-P6 

by time, 126 . - i-o 

common objective, 136-137 
factors in, 131-132 

interrelated activities, 136 
most-use criterion, 137 
■nspection, 137-138 


Departmentation (com.): 

key factors in, listed, 132 
major operating, 281-283 
nature of, 125 
objectives of, 22 
of commercial bank, 129 

of manufacturing concern, 130. 131 
parallel, 297, 298-302 

advantages of, 298, 300 
disadvantages of, 300-302 
patterns, 125-128 

inadequacy of, 128-131 
primary, 279, 280-285 

^^^og'oition of local conditions, 139-140 
specialization (see Specialization) 

Description: 

director of engineering, 307 
^^"?08-3 To^”“^®''’ division, 

of positions, 305, 307, 322-323 
of titles, 305, 306 

Detailed planning, 30, 36-38 

pros and cons of, 77 

'"<“''■■<‘“=1. opportunity for. 

Diagrams: 

alternative arrangements of service divi- 

sions, 149 * 

army staff organization, 184 
comprehensive financial rnnrT-«i 

duPoot Compao ■’' 4 “"'™' 

oyeic of administrative duties, 16 
delegation: 

nature of, 164 

to several subordinates, 165 

commercial bank, 129 

ct^of time on accuracy of forecasts, 
executh e selection, logical approval to, 
flc,viWe budget, with break-even chart, 

Gantt chart, tme goals for construction 
project, 24 
layering, 265 
organization: 
centralized, 287 
decentralized, 287 

of manufacturing concern, 130 
parallel structure, 297, 299 
Petroieum Administration for War, 

revision, Stromberg-Carlsop rom 

pany, 284 

with uneven strata, 295 
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Diagrams {com.): 

relation of salary curve to outside sal¬ 
aries, 363 

-' ' t u , manufacturing com¬ 

pany, 364 

supervision, different spans of, 258 

time spent on different executive duties 
271 

work of business administrator, analyz¬ 
ing, 6 

Differences, individual, 465 
DiMaggio, Joe, salary of, 360 
Direction, 4, 16, 375-389 
careful, 379-380 
clean-cut, 384 
consultative, 384-388 
benefits of, 386 
dangers in, 386-387 
defined, 375, 388 
explaining why, 383-384 
indoctrination, 381-382 
instruction {see Instruction) 
nature of, 375-376 
standard practice and, 380-381 
unclear, 386-387 

Director of engineering position descrip¬ 
tion, 307 
Directors: 
board of: 
balanced, 243-244 
composed of executives, 241-242 
composed of “outside” persons, 242- 
243 

nominal functions of, 240-241 
realistic functions for, 244-245 
individual, informal counsel of, 245-246 
“outside,” adv^antages and disadv^antages, 
242-243 

Disciplinary action, 458-459 
Discounting uncertainty and time, 103 
Divide-and-rule strategy, 115-116 
Divisions: 

objectwes of, 22 

service {see Service divisions) i 

use of, in planning, 97 ' 

Donald, W. J., 240 

Dual subordination, av^oidance of, 171, i 
172-174 

Dunkirk, retreat from, 66 
Duplicate staff, 199-200 
DuPont Company, comprehensive finan¬ 
cial control points, 417 

E 

Educational activities, 358-359 
Emergencies: 

anticipating, 67 | 


Fmergcncics (cont,): 

delegation in, 173 
EmpI oyces: 

and supen isors. personal relationships 
456-457 

as interest groups, 250, 252-253 
authority over, limits on, 169-170 
discharge of, 170 

informing, of plan, 34 
morale of, 410 
right of appeal, 173-174 
suggestions by, 174 
Endurance, quality of, 325 
Equity, importance of, 459 
Esso Standard Oil Company, list of run¬ 
ners-up, 332 

Elstimates, coordinated, in budgets, 436- 
437 

Estimation of situation, 
army method, 85 
Evaluation, job, 34 
Exception principle, 42 
standing plans, 52 
Exceptions: 
provision for, 64-65 
reporting, 419-420 
Executiv’^es; 
abilities of, 335 
appraisal chart, 327 
appraisal of, 335-349 (see also Ap¬ 
praisal: of executiv'es) 
directors’ board composed of, 

241-242 

duties of, 270-272 
financial incentiv^es for, 365-366 
in termed iar\% 276 
in World War II, 2-3 
objections to increasing number of, 
262-268 

ov^erburdened, relieving, 274-276 
participation in budget preparation, 
435-436 

personnel (see Personnel; 
regular use of budget by, 438 
representation of subordinates, 458 
responsible for same acrivitv% 393 
supervising, key role of, 368 
titles for, 306 

varietv' of activities supervised, 

269-270 
Expense: 

departmentation, 142-143 
planning, 65 -66 
Experience: 

imagination and. 107-108 
lack of, compensation for, 354-355 
Experimentation, role of, in planning, 90, 
91-92 
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Fabianism, planning strategy, in 
Facilitating units, 280 
location of, 291-292 
need for, 288 
Financial policies, 45 
Fish, L. S., quoted, 285 
Flexible budgets, 439-441 
Foch, Marshal, 383 
Follett, Mary Parker, 385 
on coordination, 401 
Ford Motor Company; 
early organization of, 286 

limited decentralization in 206 
r orecasting: 

in planning, 434.435 
role of, 90-91 
services, 59 
Forecasts: 
accurate: 

effect of time on, 58 
need for, 57-59 
improving, 59 

inaccurate, illustration of 57 

reliable, 57-60 

unreliable: 

counteracted by hedging, 59-60 
detouring: around, 59 , 60 
overcoming, 59-60 
Foreign exchange, 394 
Foremen, functional, 132 
Forms: 

appraising executive performance, 338 
avoiding layering, 266 

basic processes in administration, 466 
epaiTmcntation, basic factors in 143 
description of standard method, 49 
estiniating situation, army method of, 

executive rating, 340 

extent of planning, key questions, 72-73 

• U. S. navy officer, 342 

job description, for committee, 232-233 
objectives of Johnson & Johnson, 21 
position description: 

brief, 307 

from organization manual, 322 - 3^3 
full, 308-310 

T.W.I. steps in method improvement, 

typK of administrative plans, 55 
Function^ authority, extension of staff 

Functional charts, 304 
unctional specialists, 132-133 147 

unctions grouping by, 127-128 

J. J., 304 


G 

Gantt chart: 

time goals for construction project, 24 
to schedule work to machines, 37 
tjardner, B. G., study by, 268 

General Motors Corporation, decentral- 
ized authority in, 286 
General program, 30, 31-33 
points in, 32 
Gilbreth, Frank, 41 

Given, Wdliam B., Jr., quoted, 209, 318 
tiladieux, B. L., 292 

Goals, 18-29, 54 

allowances for delays, 23-25 
budgets as, 22 

contribution of, to planning process, 

key questions, 73 
margins of safety in, 25 
operating, 25 , 28 
planning, 13-29 
purpose of, 19 

relation of, to other plans, 26-27 

Kocklyn Corporation, 78-79 

time, 23 

Goetz, B. E., 103 
quoted, 25, 93, 410-411 
I concern, company as, 272 

I Jordon, R. A., quoted, 249-250 
Cjovernment: 

general staff in, 185 

limited decentralization in, 206 

special staff in, 183 
Gowin, E. B., 319 
Graicunas, V. A., 261, 272 

Graphs, in reports, 424 (see also Dia¬ 
grams) 

Grievance committee, 218 
Grievances, prompt settlement of, 457-453 
., . Departinenta- 

non: grouping) 

Group judgment: 

appraisal of personnel, 335-336 
in committees, 219-220 
Gulick, Luther, 125, 261 
quoted, 19, 392 


H 

Habits, and motivation, 446 
Hall, G. L., 308 

Hall, J. B., quoted, 281, 283 
Hectographs, 397 

Hedging, defined, 59-60 
Hierarchy; 

among single-use plans, 38-39 
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Hierarchy (com.): 
of goals, 214 
of plans, 25-26, 214 
sranding plans, 50-51 
Holden. P. E , 228 

Hoover Commission, recommended hier¬ 
arch)- of titles, 305 

Horizontal promotion, need for tradition 
of, 355-356 
Hoslett, S. D., 325 

Human relations, 464-465 
administration and, 7 
training in, 446 

I 

Ickes, Harold L., 412-413 

Imagination, and experience, 107-108 
Incentive pay, 365 
Incentives, 448-459 
attractive work, 453-454 
higher financial income, 449-450 
just and diligent supervision. 457-459 
opportunity for development, 454-455 
personal power and influence, 455-456 
security, 452-453 

social status and respect, 450-451 
treatment as individual, 456-457 i 

voice in own affairs, 457 
worth-while activity, 455 
Income: 

higher, as incentive, 449-450 
taxes, 367-368 
Individual: 
attitudes of, 447-448 
beliefs of, 447-448 
dev^elopment, 358-360 
differences, recognition of, 465 
initiative, planning and, 67-69 
needs and characteristics of, 447 

response of, to total environment, 446- 
447 

treatment as, 456-457 
Indoctrination, 381-382 
Inertia, and motivation, 446 
Inflexibility, and planning, 63-65 
Influence, as incentive, 455-456 
Informal organization, 140-141 
Initiative, individual, planning and, 67-69 
Innate qualities, 326-329 
Inspection: 
for qualin% 411-412 
role of, 137-138 
Inspectors, approval of, 154 
Institutional mind, making use of, 94-95 
Instruction: 
clear, 377 
complete, 376-377 


Instruction (cont,): 
disregard for, 378-379 
i follow-up, 378-3KU 

simplified l»v standarcl practice, 380 
I written, 377-378 

Insubordination, sources of, 387 
Insurance, risk covered by, 59 
Intangible factors, 104-105 
appraisal f)f, 421 

Intelligence, army, 57, 90, J85, 464 

Inter-communication systems, 397 
Interest groups: 
bankers, 251 
competitors, 250 
consultation with, 254-255 
cooperation with, 254 
creditors, 250, 251 
customers, 250, 251-252 
defined, 249-250 
employees, 250, 252-253 
for large enterprise, listed, 250 
labor unions, 252-253 
ow ners, 250 
relations with, 253-255 

represented in top administration, 249 - 
255 

suppliers, 250, 251 
Intermediary executives, 276 
International Correspondence School '^7'^- 
273 ’ ‘ " 

International Ladies Garment Workers 
L^nion, 252 
Intervuew^s, 81 

In\ entiveness, characteristic of analytical 
planning, 89 

J 

Japan, attitude toward salesmanship, 109 
Job: ^ 

analysis, outline of procedure, 47 
descriptions, preparing, 34 
evaluation, 34 
learning on, 550-353 

methods, how to improve, outline, 87 
rotation, 345-346 
Jobs: 

full-time, 141 
rotation among, 353-356 
special assignments, 346-347 
trial on series of, 345-347 
j Johnson & Jolmson: 

bottom-up administration in, 209 
objectives of, 20, 21 
Joint action: 

I in planning, 97-98 
I strategies, 115-116 
j Jones, T. R., 125 
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I 


Key personnel, ruling scale for, 540 
Kriesberg, .M.. 221 " 

Kroger ^mpany, single-man control in, 

-ol, 


! 


Labor unions. 289 

and managerial change, 252-*’53 
contract with, 139 

Laundry, standard methods for, 48-49 
Law of the situation, 385 
Layering. 264-266 
diagram, 265 

RCA N'ictor s method of avoiding 266 
Layout, fdant and office, 81 

Leadership qualities, 325-329 
Learning, on job, 350-353 
Legal authority, 160 -161 
Legal counsel,'need for, 183 
Leighton, A. H., 109 
quoted, 447 
Liaison men, 401-402 
Libern* ships, 65 
Line supervisor: 

duty re functional order, 192-193 
functional authoritv and, 195-196 
l-ocations, grouping by, 126 
Logical thinking, 100 

long-ra^nge planning units, location of, 

f-oyalty, conflicts of, I >2 
I iick\ Strike wartime advertising, 117 
-unchrooms, chain of, centralized admin- 
isrration in, 204-20S 


I 


i 


M 


^ IT 5 ‘*"‘1. >nc., junior 

iLf i- du-ectors, 357-358 

McCullough, H. R.. 283 

•lace, .\f. L., 244, 352 
quoted, 41 

crises, 39 
McKinsey, James O,, 113 
quoted, 240 

Major factors, precedence of. 105-107 
'U)or progran,s. 30, 31-33 

Aianagement: 

gMcral objectives of, guide to, 338 
scientific, 8 0.^0 

Managers, office, 8 

Mandcl, M. Af.. 348 
■Manning charts, 304 
Man ®ecifications. 324 - 3‘>0 


•Manuals, organization, 307-313 (see also 
®*‘? 3 nizarion; manuals) ' 
-Manufacturing concern: 
departmenration of, 130-131 
salary structure of, 364 
Alarket analt’sis, 8 l 

Alarket survey, comparable wage rates 34 
Marshall, Chief j„h„, Scalar, 

tions, 237 ' 

Alarshall. L. C, 303 
•Alarshall Field & Companv, 113 

Afartin, H. A., planning chart '>4 
Mason, C. W'., 325 

Alass concentrated offensive, planning 
Strategy, i j 3 ^ 

Measurable factors, 104-105 

Alcrcalf, H. C, 401 

Alethods: 

part of, standardized, 61 
standard (see Standard methods) 
steps in improvement of, outline, 87 

use of term, 46 

Militarv^: 
administration, 8 

planning: 

General Schwan on, 92 
intelligence section, 90 
Alinieographs, 397 

X I ^ ^ J. D., 189, 383 

i ora e, and levels of supervision, 267-268 
Morgenstern, O., Ill 

Most-use criterion, 137 
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Incentives) 
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Objectives (cont.): 
different, weighing, 19-22 
dominant, aid to coordination, 398-399 
for departments and divisions, 22 

Johnson-Johnson, 20, 21 
Rocklyn Corporation, 73-74 
translated into concrete plans, 20, 22 
Office layout, 81 
Office managers, 8 
Operating: 
goals, 25, 28 
skill, 2 
units, 280 


coordination of, 288-289 
Operation: 

clean break between responsibilities, 
134-135 

functional authority and, 195 
Operational authority, 163 
Operations: 
orphan, 137 

services separated from, 146-147 
stability of, 272 

staff combined with, 197-199 
synchronizing (see Coordination) 

Oral reports, 397, 421 
Organization, 16 
administrative process of, 123 

analysis, and executive personnel, 321 
324 

by administrators, 4 
charts, 303-313 
clear-cut, 392-393 
describing, ways of, 304 
documents (charts, manuals): 
advantages of, 307-311 
disadvantages of, 311-312 
preparation of, 311-312 
for planning, 95-98 
informal, 140-141 
major issues in, 123 
listed, 124 
manuals, 307-313 

position description from, 322-323 I 
used as training devices, 311 
nature of, 95-96 
project, 34 
simplified, 391-393 
strata not clear-cut, 295 
structure, 278-313 

arrangements, 280, 294-302 
balance in, 302-303 
defined, 278 

department or section, 302 
development of, 279-280 
iacilitating units, 280, 288-293 
ideal, 321 

nature and significance of, 278-279 j 


Organization (com .): 
structure (com.): 

operating units, 280, 285-288 
parallel, 297, 298-302 
with even strata, 294-295 
with uneven strata, 294, 295 
Orphan operations, 137 
Outlines; 

appraising outlook for company, 90-91 
job analysis procedure, 47 

policy for typical business enterprise, 
44-45 

roster of executive titles, 306 
Owners, as interest groups, 250 
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Parallel departmentation, 297, 298-302 

Partnerships, top administrative functions 
237 

Passing-the-buck strategy, 117 
Pasteur, Louis, 116 
Patton, A., 362 
Payroll: 

changes, control through approval of 
412-413 

executiv’e, under parallel departmenta¬ 
tion, 301 

supervisory, and span of supervision, 
273 

Pension and benefits committee, 228 
Pension plans, 367-368 
Performance: 

checking and reporting on, 418-424 
differences in and salary, 363 
on present job, judging, 337-339 
requirements, 324-325 
standards; 

Rocklyn Corporation, 78-79 
use of, 337-339 
Person, H. S., quoted, 95 
Personal qualities, 325-326 
Personnel: 
administration, 8 

appraisal of (see Appraisal: of execu¬ 
tives) 

available, adjusanents to, 139-140 
committees, 228, 356 
department, organization of, 199 
developing, 318-320, 350-360 
division, 155-156 
executive, 317-334 
executive committee, 369-370 
financial incentives for, 365-366 
importance of, 318 
individual development, 358-360 
informal relations among, 140-141 
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Personnel (cont.)-. 
key, ruling scale for, 340 
learning on job, 350-353 
man specifications, 324-329 
needed, dererniining, 320-321 
organization analysis, 321-324 
performance requirements, 324-325 

personal qualities, 325-326 
planning, 321 
policies, 44-45 
program, 320 
organization for, 368-370 
promotion, 329-334 

replacements for anricipated vacancies, 
329-331 

rotation among jobs, 353-356 

runners-up for positions, 329, 331-33 3 
titles of, 296, 298 

transfer of, 300 
Persuasiveness, defined, 325 
Petroleum Administration for War, 31 - 3 -» 
organization structure of, 281, 282 2 KS 
parallel departmentation, 298,’ 299 * 3 (K) 
Piecemeal planning, 7u 

Pierce-Arrow Comnanv' 109 

Planning (ree also PlJs) 

analytical. 82-92 (rce also Analytical 
planning) 

approach from bottom up, 93-94 
authority, transfer of, 193-194 
balancing expenses and benefits, 65-66 
ouilding construction, 17 
by administrators, 4 
decentralization of, 96-97 
decision aspects of, 16 
defined, 15-16 
delegation of, 96-97 
desirability of, 13-14 
detailed, 30, 36-38 
defined,37 

pros and cons of, 77 
expense of, 65-66 
forecasting in, 434-435 
role of, 90-91 

goals (see Goals; Objectives) 
good, as goal, 79-80 

haberdasherv. 17 
inevitability of, 56 
in new enterprise, 94-95 
key questions, 72-73 

kinds of, 18 

logical considerations in, 100-107 

limits of, 56-69 

individual initiative, 67-69 
inflexibility, 63-65 

recurrence of problems, 60-6^ 
red tape, 64 

unreliable forecasts, 59-60 
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Planning (com.): 
mail-order house, 17 

managerial, in terms of budgets, 434-436 
Al-Uay concept of, 98 
nature of, I5-I8 
on-thc-spor, 56 
organization for, 95-98 
participation in, 68-69, 457 
patterns of, 70-80 
period of time, 17 

phase of budgetary control, 431-432 
prediction in, 91,* 434-435 
process, 81-99 

contributions of goals to, 27-28 29 
psyclu)Iogical hazards in, 107-1 lo' 
questions re, 14 

Pockl vn Corporation (see Rockh n 
Corporation) 
simplifying task of, 92-95 

speed vs. accuracy, 66-67 
steps in, 15 

srrattpe considerations in, ll()-H« (see 

also Strategies in planninu) 
entarive, for filling vacancies^ 330-3 31 

time required for, r>6-67 

units, long-range, location of, ^ 9 ’ 
within recognized limits, 94 

Plans: 

administrative, nmes of. 54 

balance in, 70-71 
consistency amonq-, 393.394 
goals, 18-29 
hierarchy of, 25-26 
joint participation in, 97 

kinds of, 18 

modificatiim of, 426-427 
revision of, 64-6^ 

plan,, 
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c.xceprions to, 42 
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personnel, 44-45 
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setting, projects, 34 
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Power, personal, as incentive, 455-456 
Praise, value of, 458 

Prediction, role of, in planning, 91, 434- 

President, assistants to, 178-181 
Primary departmentation, 279, 280-285 
Principles of administration, 7 -8, 463-468 
adjusting to the individual, 463, 464-465 
considering total situation, 465-466 
getting the facts, 463-464 
Probabilities, high, 103 
Procedural analysis, 81 
Procedures: 
clear-cut, 392-393 
standard, 41, 43, 45-48 
Rocklyn Corporation, 76-77 
use of term, 46 
Processes, grouping by, 127 
Products: 
committee, 228 
grouping by, 125-126 
Product specialization, 133 
Professional societies, 358-359 
Profit and loss budget, 430-431 
Programs: 
major, 30, 31-33 
special, 30, 35-36 
Projects, 30, 33-35 
parts of, 33 

Rocklyn Corporation, 75-76 
steps in, 34 
Promotion: 

evaluating qualities for, 339-343 
horizontal, need for tradition of, 355 
356 

programs, 329-334 * 

Prompt-action strategy, 111 
Provincial thinking, danger of, 147 
Psychological hazards to planning, 107- 
110 

Psychological tests, 347-348 
Public administrators, 8 
Public relations, in separate division. 290 
Puckey, W., on targets, 23 
Purchasing agents, 8 

Q 

Quality control, 290, 411-412 

R 

Ranking, comparing candidates by, 341 
Rating forms, personnel, 339-341 

RCA Victor Division, avoidance of lav- 

* 

ering, 265, 266 

Recognition, as incentive. 451 
Red-herring strategy, 116 


Red tape, and planning, 64 
Reiley, A. C., 383 

Replacements for positions, 329-331 
Reporting: 

accurate, 262-263 
exceptions, 419-420 
performance, 418-424 
Reports: 

accurate, 262-263 
control, 422-424 
content of, 423 
presentation of, 42 3-424 
length of, 423 
on budgets, 438 
oral, 397, 421 
promptness of, 422-423 
written, 397 

Reprimands, giving of, 458 
Requirements, personnel performance 
324-325 
Resources: 
assembling, 4, 16 

responsibility for obtaining, 317-318 
Respect, as incentive, 450-451 
Responsibility: 
and delegation, 171-172 
clear-cut, 392-393 
defined, 325 

equal to authority, 171, 174-176 
for obtaining resources, 317-318 
operating, focus of, 280, 285-288 
redelegation of, 171-172 
sense of, 176 

Results, comparison of, 134 
Retirement, vacancies created by, 330, 331 
Revision of plans, 64-65, 426-427 
Rick, R. C., 49 
Robb, Russell, quoted, 71 
Roddyn Corporation: 
budget program, 74-75 
detailed single-use plans, 77-78 
goals, 78-79 

Uiustration of planning, 71-79 
objectives, 73-74 
performance standards, 78-79 
policies, 74-75 
projects, 75-76 

standard methods and procedures, 76-77 
Roosevelt, Franklin D., Ill, 116, 264 
Roosevelt, Theodore, 13-14 
Rotation among jobs, 345-346, 353-356 
Runner-up for position, 329, 331-333 
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Safety’' committee, 218 
Salary (see also Compensation): 
cur\ e, 362, 363 
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Salary (cont,): 

le\ el, relation to outside rates, 36"^ 
structure: 

e.vample of, 363-365 
sound, 360-365 
Salesmanship: 

characrenstic of anaJytical planning. 89 
Japan s attitude toward, 109 
Sales policies, 44 

Sampling, use of, 412 
Scheduling; 

in machine shops, 37 
steps required for, 395-396 
^hwan, General, quoted, 92 
Scientific management, 8 
Seckler-Hudson, C., 292 

■, as incentive, 452-453 
Selection of executives* 

tests, 347-348 
special assignments, 346-347 
trial on series of jobs, 345-347 
Service divisions, I4>-H7 
activities: 

separation of, 146-148 
service and staff, combined, 155-156 
alternate arrangements of, diagram, 149 

Ct)st of, 147 ^ 

dual role assigned to, 198 
nature of, J 45-146 
separation of activities: 
advantages of, 146 

disadvantages of, 146-147 
units: 

central and local, duties of, 15I-I52 

concurrent authority of, 153-155 
establishment of, 147-148 
location of 150-151, 292 

multiple setup, dangers in, 152-153 
multiple tasks of, 153-156 

fverly large, 157 

place of, in organization, 148 
*^*^1*56*^" ofher departments, 153- 

single vs. duplicate, 148-150 
Servk:«°^’ purposes, 153-155 

forecasting, 59 
grouping by, 125-126 

Simon^w'^/'^^iT operations, 146-147 
3«mon, H. A., 27, 107, 397 

3<ngle-ose plans, I8, 30-40. 54 
detailed, 30. 36-38 

Rocldv-n Corporation, 77-78 

merarchy among, 38-39 

integration with standing plans, 51 
questions, 72 or-.* 

kinds of. 30 

•najor programs. 30. 31-33 




Single-use plans (cont.): 

preparing, in advance, 39-40 
projects, 30, 33-35 
questions to consider, 30 
special programs, 30, 35-36 
Situation, law’ of the 385 

Skills, specialized, use of, 291 
Smith, H. L.. 228 
Smith, L. S., 228 

Social organizations, individual and, 448 
Social scientists, 446 

Social status, as incentive, 450-451 
Soconv-\'acuum Oil Company 
conferences, 357 r ^ • 

program, 337 

proprietorships, top administrative 

functions, 237 

Somer\^ell, General, 290 407 
S.OJ». 4 ^(standing operating procedure), 

Sorrell, L. C., 111 

Spanish 3 American planning in. 

Specialists, functional, 147 
Specialization: 

functional, 132-133. 392 
product, 133 

SpecMzed^skilk or facilities, conmton os. 

Special programs, 30, 35-36 
Specifications, man, 324-329 
Stability of operations, 272 

btaff: 

sTmv lof197-199 
army organization, diagram, 184 

assistants, 368-369 

consulted by superiors, 188-189 
described. 275 

duties of, 178-180, 181-182 
increasing number of, 181 

information supplied to, 187-188 
initiative by, 189-190 

recommendations by, 190-191 
sense of responsibility, 189-190 

use of, 97 

concept of. 178-182 
condM„„ end... 

duplicate, 199-200 
general, 183-185 

positions, as good training spots 3S4 
pros »d cons on use of.'llg?^^ 

.sqomtK for success^ work by. ,8t. 
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Staff icontJ)-. 
role of, 178-201 
special, 182-183 

subsidiary role of, in delegation, 172-173 
Staffing of project, 34 
Staff Officers Field Mantial: 
command and staff procedure, 184 
quoted, 381 

Standard costs, 441-442 
Standard methods, 48-50 
forms, 48, 49 

Rocklyn Corporation, 76-77 
Standard Oil Company: 
of California, guide for appraising ex¬ 
ecutives, 338 
of New Jersey: 
objectives of, 20 
top administration in, 246-248 
Standard operations, uniformity of, 62 
Standard parts, use of, 93-94 
Standard practice, and direction, 380-381 
Standard procedures, 41, 43 
cutting bond coupons, 46, 48 
job analysis, 47, 48 
Standards: 
operating, 25 
performance: 

Rocklyn Corporation, 78-79 
use of, 337-339 
Stand-by plans, 40 
Standing committees, 217, 235 
Standing plans, 18, 40-53 
advantages of, 52-53, 54 
hierarchy of, 50-51 
inflexibility of, 64 
integration of, 50-51 
key questions, 72-73 
nature of, 40-41 
policies, 41-43 
procedures, 41, 43, 45-48 
repetitive operations needed for, 60-61 
seeking and maintaining standard opera¬ 
tions, 61-62 
status among, 50-51 

State Department, United States, depart- 
mentation in, 286 
Statistical analysis, 81 
Stock: 
options, 367 

purchase plans, 366-367 
Stockholders, indifference and impotence 
of, 238-240 

Strata, even and uneven, 294-298 
Strategies' in planning, 110-119 
cautious action, 117-118 
control points, 410-4i8 
defensive action, 116-117 
joint action, 115-116 


positive action, 113-115 
timing, 111-113 

Streetcar company, example of motiva^ 
tion, 445 

Strombcrg-Carlson Company, change in 

primary departmentation, 283, 284 
Structural capacity, 325 
Subordinates: 
appraisal of, 425-426 

capacity of, and degree of delegation, 
272-273 

learning boss’s job, 352 
Subordination, dual, avoidance of, 171 
172-174 

Suggestion committee, 218 
Suggestion systems, 174 
Sunk costs, 102-103 
Supervision: 

coordination through, 402-403 
defined, 375-376 
duties of executive, 270-272 
ease of, 135-136 

effect of, on decentralization, 210-211 
just and diligent, 457-459 
span of, 257-277 

and size of executive payroll, 273 
change in, 273-274 

complex situation, limit on, 261-262 
different spans, 258, 259 
even strata and, 296 
inaccurate communication, 262-263 
increasing, objections to, 262-268 
inflexibility of, 263-264 
layering, 264-266 
mental capacity limit on, 260-261 
morale and, 267-268 
optimum, guides for selecting, 269-274 
overextended, relief of, 291 
personal adaptability limit on, 260-261 
time and energy limits on, 260 
Supervisor: 

and employee, personal relationship, 
456-457 

and social scientist, 446 
opinion, re personnel, 336 
Suppliers, as interest groups, 250, 251 
Surveys: 
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employee-attitude, 81 
market, of wage rates, 34 
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Targets, importance of, 23 
Tariffs, protective, 394 
Taylor, Frederick, 14, 41, 48, 65, 116 
pioneer work of, 83-84 
stress on uniformity, 62 
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